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9,,���7KH�%UHDVW�)HHGLQJ�'LOHPPD

+,9�5LVNV�IURP�%UHDVW�)HHGLQJ��%HQHILWV�RI�%UHDVW�)HHGLQJ�
DQG�+HDOWK�5LVNV�IURP�1RW�%UHDVW�)HHGLQJ
3UHVHQWHG�E\�-HDQQH�%HUWROOL��3K�'�
&HQWHUV�IRU�'LVHDVH�&RQWURO�DQG�3UHYHQWLRQ

,Q�WKLV�SUHVHQWDWLRQ��,�ZLOO�UHYLHZ�WKH�EHQHILWV�RI�EUHDVW�IHHGLQJ��WKH�VWDWH�RI
NQRZOHGJH�UHJDUGLQJ�WKH�ULVN�RI�+,9�WUDQVPLVVLRQ�WKURXJK�EUHDVW�IHHGLQJ��DQG�WKH�ULVNV�RI
QRW�EUHDVW�IHHGLQJ�

%UHDVW�IHHGLQJ�LV�HFRQRPLFDO�DQG�FRQYHQLHQW�IRU�WKH�PRWKHU�DQG�SURYLGHV�VRXQG
QXWULWLRQ���,W�FRQWDLQV��LQ�DQ�HDVLO\�GLJHVWHG�IRUP��DOO�WKH�QXWULHQWV�DQ�LQIDQW�UHTXLUHV�IRU�DW
OHDVW�WKH�ILUVW���PRQWKV�RI�OLIH��DQG�XVXDOO\�IRU�WKH�ILUVW���PRQWKV��DQG�FDQ�EH�DQ�LPSRUWDQW
VRXUFH�RI�QXWULWLRQ�XS�WR�DJH���\HDUV���1XWULHQWV�LQ�EUHDVW�PLON�ZKLFK�PD\�QRW�EH�DYDLODEOH�LQ
RWKHU�IRRGV�LQFOXGH�
� +LJK�TXDOLW\�SURWHLQ
� /RQJ�FKDLQ�SRO\XQVDWXUDWHG�IDWW\�DFLGV��WKRXJKW�WR�EH�HVVHQWLDO�IRU�WKH�LQIDQW·V

GHYHORSLQJ�EUDLQ
� 0LFURQXWULHQWV��LQFOXGLQJ�LURQ��LQ�D�IRUP�WKDW�LV�HIILFLHQWO\�DEVRUEHG�

%UHDVW�PLON��EHLQJ�D�VRXUFH�RI�LPPXQRORJLFDOO\�DFWLYH�FHOOV�DQG�LPPXQRJOREXOLQV�
SURWHFWV�LQIDQWV�DJDLQVW�LQIHFWLRQ���7KH�SURWHFWLYH�HIIHFW�RI�EUHDVW�PLON�KDV�EHHQ�WKH�VXEMHFW�RI
QXPHURXV�LQYHVWLJDWLRQV�DQG�UHSRUWV�LQ�WKH�OLWHUDWXUH���7KH�DYDLODEOH�GDWD�LQGLFDWH�WKDW�WKH
SURWHFWLYH�HIIHFW�RI�EUHDVW�IHHGLQJ�LV�FOHDUHVW�IRU�HQWHULF�SDWKRJHQV��DQG�VRPH�GDWD�VXJJHVW
SURWHFWLRQ�DJDLQVW�UHVSLUDWRU\�LQIHFWLRQV��VHSVLV��DQG�PHQLQJLWLV��DQG�OHVVHQHG�VHYHULW\�RI
LOOQHVV�RQFH�D�FKLOG�EHFRPHV�LQIHFWHG�

6XFFHVVIXO�EUHDVW�IHHGLQJ�SURPRWHV�SV\FKRVRFLDO�GHYHORSPHQW�DQG�ERQGLQJ�EHWZHHQ
WKH�PRWKHU�DQG�LQIDQW���%UHDVW�IHHGLQJ�DOVR�SURPRWHV�PDWHUQDO�KHDOWK�DQG�FKLOG�VXUYLYDO�E\
OHQJWKHQLQJ�ELUWK�LQWHUYDOV��ZKHWKHU�WKURXJK�SURGXFLQJ�DPHQRUUKHD�DQG�DQRYXODWLRQ�RU
WKURXJK�FXOWXUDOO\�SUHVFULEHG�VH[XDO�DEVWLQHQFH�GXULQJ�ODFWDWLRQ�

,Q�VXPPDU\��EUHDVW�IHHGLQJ�LV�QRUPDOO\�WKH�EHVW�ZD\�WR�IHHG�LQIDQWV��ZLWK�EHQHILWV�WKDW
JR�EH\RQG�VRXQG�QXWULWLRQ��DQG�FKLOGUHQ�VKRXOG�QRW�EH�QHHGOHVVO\�GHSULYHG�RI�LW���+RZHYHU�
EUHDVW�PLON�DOVR�FDQ�EH�D�VRXUFH�RI�LQIHFWLRQ�E\�VHYHUDO�YLUXVHV��LQFOXGLQJ�&09��+7/9����
DQG�+,9�����+,9���KDV�EHHQ�FXOWXUHG�IURP�WKH�EUHDVW�PLON�RI�+,9�LQIHFWHG�ZRPHQ��+,9
QXFOHLF�DFLGV�KDYH�EHHQ�LGHQWLILHG�E\�SRO\PHUDVH�FKDLQ�UHDFWLRQ�LQ�WKH�FHOOXODU�DQG�QRQFHOOXODU
IUDFWLRQV�RI�KXPDQ�PLON��ERWK�FRORVWUXP�DQG�ODWHU�PLON��DQG�+,9�VSHFLILF�DQWLERGLHV��ERWK
,J$�DQG�,J0��KDYH�EHHQ�IRXQG�LQ�WKH�EUHDVW�PLON�RI�LQIHFWHG�PRWKHUV�ZKHQ�WKHVH�DQWLERGLHV
ZHUH�QRW�SUHVHQW�LQ�VHUXP���

7KH�HSLGHPLRORJLF�HYLGHQFH�IRU�+,9�WUDQVPLVVLRQ�WKURXJK�EUHDVW�IHHGLQJ�FRPHV
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IURP�HFRORJLF�FRPSDULVRQV��FRKRUW�VWXGLHV��DQG�FDVH�UHSRUWV���2YHUDOO�PRWKHU�WR�FKLOG�+,9
WUDQVPLVVLRQ�UDWHV�KDYH�EHHQ�FRQVLVWHQWO\�KLJKHU�LQ�SRSXODWLRQV�ZLWK�KLJK�SURSRUWLRQV�RI
PRWKHUV�EUHDVW�IHHGLQJ�WKDQ�ZKHUH�EUHDVW�IHHGLQJ�WHQGV�WR�EH�OHVV�FRPPRQ���2I�SXEOLVKHG
FRKRUW�VWXGLHV�FRPSDULQJ�PRWKHU�WR�FKLOG�+,9�WUDQVPLVVLRQ�UDWHV�LQ�EUHDVW�IHG�DQG�IRUPXOD�
IHG�LQIDQWV��PRVW�KDYH�IRXQG�KLJKHU�UDWHV�DPRQJ�WKH�EUHDVW�IHG�FKLOGUHQ��ZLWK�D�IHZ
H[FHSWLRQV���(YLGHQFH�IRU�EUHDVW�IHHGLQJ�WUDQVPLVVLRQ�DOVR�FRPHV�IURP�VWXGLHV�LQ�ZKLFK�WKH
+,9�LQIHFWLRQ�VWDWXV�RI�EUHDVW�IHG�LQIDQWV�LV�FORVHO\�PRQLWRUHG���,Q�WKHVH�VWXGLHV��+,9
LQIHFWLRQ�VXEVHTXHQWO\�KDV�EHHQ�GLDJQRVHG�LQ�LQIDQWV�ZKR�WHVWHG�QHJDWLYH�IRU�+,9�E\
SRO\PHUDVH�FKDLQ�UHDFWLRQ�LQ�WKH�ILUVW�����PRQWKV�RI�OLIH���$GGLWLRQDO�HYLGHQFH�IRU�EUHDVW�
IHHGLQJ�WUDQVPLVVLRQ�FRPHV�IURP�FDVH�UHSRUWV�VKRZLQJ�WUDQVLHQW�+,9�VHURUHYHUVLRQ�LQ
LQIDQWV��DQG�+,9�LQIHFWLRQ�LQ�LQIDQWV�ZKRVH�PRWKHUV�ZHUH�WKHPVHOYHV�LQIHFWHG�ZLWK�+,9�LQ
WKH�SRVWSDUWXP�SHULRG�

,Q�������D�PHWD�DQDO\VLV�RI�VL[�SDSHUV�UHSRUWLQJ�RQ�QHDUO\�������ZRPHQ�ZLWK
HVWDEOLVKHG�+,9�LQIHFWLRQ�ZDV�SXEOLVKHG���7KHVH�VWXGLHV�FRPSDUHG�ULVN�RI�+,9�WUDQVPLVVLRQ
DPRQJ�EUHDVW�IHG�DQG�ERWWOH�IHG�LQIDQWV���,Q�WKLV�PHWD�DQDO\VLV��WKH�VXPPDU\�HVWLPDWH�RI�WKH
GLIIHUHQFH�LQ�+,9�WUDQVPLVVLRQ�ULVN�EHWZHHQ�EUHDVW�IHG�DQG�ERWWOH�IHG�LQIDQWV�ZDV����SHUFHQW
�&�,�������SHUFHQW�²WKLV�LV�WKH�DGGLWLRQDO�ULVN�RI�WUDQVPLVVLRQ�WKURXJK�EUHDVW�IHHGLQJ��RYHU
DQG�DERYH�LQ�XWHUR�DQG�LQWUDSDUWXP�WUDQVPLVVLRQ���)RXU�RI�WKH�VL[�VWXGLHV�LQFOXGHG�LQ�WKLV
PHWD�DQDO\VLV�LQYROYHG�ZRPHQ�IURP�LQGXVWULDOL]HG�FRXQWULHV��ZKHUH�EUHDVW�IHHGLQJ�LV
JHQHUDOO\�RI�VKRUWHU�GXUDWLRQ���$�UHSHDW�PHWD�DQDO\VLV�SUHVHQWHG�DW�WKH�*OREDO�0HHWLQJ�RQ
3HULQDWDO�+,9�3UHYHQWLRQ�ODVW�6HSWHPEHU�LQFOXGHG�WKUHH�QHZ�VWXGLHV�LQ�GHYHORSLQJ�FRXQWULHV��
7KLV�VHFRQG�PHWD�DQDO\VLV��E\�-RKQ�DQG�FROOHDJXHV��GRFXPHQWHG�D����SHUFHQW�DGGLWLRQDO�ULVN�

,W�KDV�EHHQ�SRVVLEOH�WR�GLUHFWO\�HVWLPDWH�WKH�ULVN�RI�EUHDVW�IHHGLQJ�WUDQVPLVVLRQ�RQO\�LQ
WKH�ODWH�SRVWQDWDO�SHULRG�EHFDXVH��E\�WKHQ��EUHDVW�IHHGLQJ�WUDQVPLVVLRQ�FDQ�EH�GLVWLQJXLVKHG
IURP�LQWUDSDUWXP�WUDQVPLVVLRQ���7KHVH�GLUHFW�HVWLPDWHV�FRPH�IURP�VWXGLHV�PRQLWRULQJ�WKH
+,9�LQIHFWLRQ�VWDWXV�RI�JURXSV�RI�LQIDQWV�NQRZQ�WR�EH�XQLQIHFWHG�DW�����PRQWKV�RI�DJH��DQG
ZKRVH�RQO\�NQRZQ�H[SRVXUH�WR�+,9�ZDV�WKURXJK�WKHLU�PRWKHUV·�EUHDVW�PLON���7KHVH�VWXGLHV�
ZKLOH�XQDEOH�WR�HVWLPDWH�WUDQVPLVVLRQ�ULVNV�WKURXJK�EUHDVW�IHHGLQJ�EHIRUH�����PRQWKV�RI�DJH�
KDYH�LQGLFDWHG�WKDW�WKH�ULVN�LV�DW�OHDVW������SHUFHQW�DIWHU�DJH�����PRQWKV��DQG����SHUFHQW�IRU
FKLOGUHQ�EUHDVW�IHG�DW�OHDVW����PRQWKV���$�UHFHQW�PHWD�DQDO\VLV�LQFOXGLQJ�IRXU�FRKRUWV�LQ
LQGXVWULDOL]HG�FRXQWULHV�DQG�IRXU�FRKRUWV�LQ�GHYHORSLQJ�FRXQWULHV�HVWLPDWHG�WKH�ODWH�SRVWQDWDO
WUDQVPLVVLRQ�UDWH�DW���SHUFHQW�

7KHUH�LV�HYLGHQFH�IURP�VHYHUDO�VWXGLHV�H[DPLQHG�LQ�WKH������PHWD�DQDO\VLV�E\�'XQQ�
HW�DO���WKDW�WKH�ULVN�RI�EUHDVW�IHHGLQJ�WUDQVPLVVLRQ�LV�KLJKHU�����SHUFHQW��LI�SULPDU\�+,9
LQIHFWLRQ�RI�WKH�PRWKHU�RFFXUV�GXULQJ�ODFWDWLRQ���'XUDWLRQ�RI�EUHDVW�IHHGLQJ�LV�DQRWKHU�IDFWRU
ZKLFK�PD\�PRGLI\�ULVN�RI�+,9�WUDQVPLVVLRQ�WKURXJK�EUHDVW�IHHGLQJ���,Q�WKH������PHWD�
DQDO\VLV�E\�*UDFH�-RKQ�DQG�FROOHDJXHV��ZRPHQ�ZKR�EUHDVW�IHG�OHVV�WKDQ���PRQWKV�KDG�DQ
DGGLWLRQDO�ULVN�RI�WUDQVPLVVLRQ�RI����SHUFHQW�FRPSDUHG�ZLWK����SHUFHQW�IRU�ZRPHQ�ZKR
EUHDVW�IHG�IRU���PRQWKV�RU�ORQJHU��

,Q�DGGLWLRQ�WR�UHFHQW�PDWHUQDO�LQIHFWLRQ�DQG�ORQJHU�GXUDWLRQ�RI�EUHDVW�IHHGLQJ��RWKHU
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ULVN�IDFWRUV�IRU�EUHDVW�IHHGLQJ�WUDQVPLVVLRQ�RI�+,9�LQFOXGH�PL[HG�IHHGLQJ��LQIDQWV�IHG�D
FRPELQDWLRQ�RI�EUHDVW�PLON�DQG�IRUPXOD�DSSHDU�WR�KDYH�ULVN�LQWHUPHGLDWH�EHWZHHQ�WKDW�RI
LQIDQWV�IHG�EUHDVW�PLON�H[FOXVLYHO\�RU�IRUPXOD�H[FOXVLYHO\�IRU�WKH�ILUVW�\HDU�RI�OLIH����2WKHU�ULVN
IDFWRUV�VXJJHVWHG�LQ�WKH�OLWHUDWXUH�LQFOXGH�PDWHUQDO�LPPXQRVXSSUHVVLRQ��ORZ�&'�
O\PSKRF\WH�FRXQW��DQG�YLWDPLQ�$�GHILFLHQF\��DV�ERWK�DUH�DVVRFLDWHG�ZLWK�WKH�SUHVHQFH�RI
+,9�LQIHFWHG�FHOOV�LQ�EUHDVW�PLON��DOWKRXJK�WKHLU�UROH�LQ�EUHDVW�PLON�WUDQVPLVVLRQ�KDV�QRW
EHHQ�GLUHFWO\�VWXGLHG���2UDO�OHVLRQV�LQ�WKH�LQIDQW�PD\�EH�DVVRFLDWHG�ZLWK�WUDQVPLVVLRQ��DQG
FUDFNHG�QLSSOHV�DQG�EUHDVW�DEVFHVV�KDYH�EHHQ�LPSOLFDWHG����2WKHU�IDFWRUV�LQFOXGH�WKH�SUHVHQFH
RI�+,9�LQIHFWHG�FHOOV�DQG�ODFN�RI�SHUVLVWHQFH�RI�,J$�DQG�,J0�LQ�WKH�PRWKHU·V�PLON���+,9
YLUDO�ORDG�KDV�EHHQ�QRWHG�WR�LQFUHDVH�IROORZLQJ�ZLWKGUDZDO�RI�DQWLUHWURYLUDO�WKHUDS\�
KRZHYHU��ZKHWKHU�WKLV�SKHQRPHQRQ�LQFUHDVHV�WKH�ULVN�IRU�EUHDVW�IHHGLQJ�WUDQVPLVVLRQ�DPRQJ
ZRPHQ�ZKR�XVHG�='9�GXULQJ�SUHJQDQF\�LV�QRW�NQRZQ�

7UDQVPLVVLRQ�RI�+,9�FDQ�RFFXU�DW�DQ\�WLPH�GXULQJ�ODFWDWLRQ��EXW�DQ�LPSRUWDQW
TXHVWLRQ�LV�ZKHWKHU�WKH�ULVN�RI�WUDQVPLVVLRQ�LV�FRQVWDQW�RU�FKDQJLQJ�RYHU�WKH�SHULRG�RI
ODFWDWLRQ���%HFDXVH�+,9�KDV�EHHQ�LVRODWHG�IURP�FRORVWUXP��DQG�D�KLJK�FRQFHQWUDWLRQ�RI
O\PSKRF\WHV�LV�IRXQG�LQ�FRORVWUXP��DQ�HDUO\�K\SRWKHVLV�ZDV�WKDW�FRORVWUXP�PLJKW�KDYH�D
KLJKHU�FRQFHQWUDWLRQ�RI�+,9�WKDQ�ODWHU�PLON���%XW�D�UHFHQW�VWXG\�KDV�IRXQG�WKDW�WKH
SUHYDOHQFH�DQG�FRQFHQWUDWLRQ�RI�+,9�LQIHFWHG�FHOOV�LV�VLJQLILFDQWO\�KLJKHU�LQ�PLON�IURP�GD\V
�����DIWHU�GHOLYHU\�WKDQ�LQ�FRORVWUXP���7KH�SUHYDOHQFH�DQG�FRQFHQWUDWLRQ�RI�FHOO�IUHH�YLUXV�KDV
DOVR�EHHQ�IRXQG�WR�EH�KLJKHU�LQ�PDWXUH�PLON�WKDQ�LQ�FRORVWUXP���7RJHWKHU�ZLWK�WKH�IDFW�WKDW
LQIDQWV�WDNH�D�JUHDWHU�YROXPH�RI�ODWHU�PLON��WKLV�HYLGHQFH�DUJXHV�WKDW�ODWHU�PLON�PLJKW�FRQIHU�D
KLJKHU�ULVN�WKDQ�FRORVWUXP���+RZHYHU��WKH�HVWLPDWHV�RI�ULVN�RI�ODWH�SRVWQDWDO�WUDQVPLVVLRQ
DIWHU�DJH�����PRQWKV����SHUFHQW�IURP�WKH�PHWD�DQDO\VLV��GR�QRW�DFFRXQW�IRU�DOO�RI�WKH����
SHUFHQW��ULVN�DWWULEXWDEOH�WR�EUHDVW�IHHGLQJ�EH\RQG���PRQWKV��VXJJHVWLQJ�WKDW�HDUO\�SRVWQDWDO
WUDQVPLVVLRQ�LV�DOVR�RFFXUULQJ���7KH�SHULRG�RI�ODFWDWLRQ�ZKHQ�ULVN�RI�+,9�WUDQVPLVVLRQ�LV
KLJKHVW�KDV�\HW�WR�EH�LGHQWLILHG�

7KDW�EUHDVW�IHHGLQJ�WUDQVPLVVLRQ�RI�+,9�LV�DQ�LPSRUWDQW�SXEOLF�KHDOWK�SUREOHP�LV
LQGLFDWHG�E\�WKH�HVWLPDWH�WKDW��LQ�EUHDVW�IHHGLQJ�SRSXODWLRQV��PRUH�WKDQ����SHUFHQW�RI
SHULQDWDO�+,9�LQIHFWLRQV�DUH�DWWULEXWDEOH�WR�EUHDVW�IHHGLQJ���7KH�SURSRUWLRQ�RI�+,9
WUDQVPLVVLRQ�DWWULEXWDEOH�WR�EUHDVW�IHHGLQJ�ZLOO�RQO\�LQFUHDVH�DV�WKH�VKRUW�FRXUVH�='9
UHJLPHQV�ZKLFK��SUHYHQW�LQIHFWLRQV�EHIRUH�RU�GXULQJ�GHOLYHU\�DUH�LPSOHPHQWHG���,I�WKH
DGGLWLRQDO�ULVN�RI�WUDQVPLVVLRQ�WKURXJK�EUHDVW�IHHGLQJ�LV�WDNHQ�WR�EH����SHUFHQW��IRU�HYHU\��
PLOOLRQ�FKLOGUHQ�EUHDVW�IHG�E\�+,9�LQIHFWHG�ZRPHQ����������DGGLWLRQDO�FKLOGUHQ�FRXOG�EH
LQIHFWHG�WKURXJK�EUHDVW�IHHGLQJ�

7KH�PRVW�HIIHFWLYH�PHWKRG�RI�SUHYHQWLQJ�EUHDVW�IHHGLQJ�WUDQVPLVVLRQ�RI�+,9�LV�EUHDVW
PLON�DYRLGDQFH���7KLV�LV�WKH�UHFRPPHQGHG�DSSURDFK�LQ�WKH�8QLWHG�6WDWHV�DQG�LQ�RWKHU
FRXQWULHV�ZKHUH�ULVNV�RI�QRW�EUHDVW�IHHGLQJ�DUH�UHODWLYHO\�ORZ���(DUO\�ZHDQLQJ�DOVR�KDV�EHHQ
SURSRVHG�DV�D�ZD\�WR�PD[LPL]H�QXWULWLRQDO�EHQHILWV�DQG�PLQLPL]H�+,9�WUDQVPLVVLRQ�DQG
RWKHU�LQIHFWLRXV�GLVHDVH�ULVNV���)XUWKHU�ZRUN�LV�QHHGHG�WR�GHILQH�WKH�RSWLPDO�SHULRG�RI�EUHDVW�
IHHGLQJ���3URYLGLQJ�DQ�DOWHUQDWH�VRXUFH�RI�EUHDVW�PLON�IURP�D�ZHW�QXUVH�RU�PLON�EDQN�LV�D
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SRVVLELOLW\�EXW�SUHVHQWV�WKH�SUREOHP�RI�HQVXULQJ�WKDW�WKH�GRQRUV�DUH�DQG�FRQWLQXH�WR�EH
XQLQIHFWHG�ZLWK�+,9���7UHDWPHQW�RI�H[SUHVVHG�EUHDVW�PLON�KDV�DOVR�EHHQ�GLVFXVVHG���,Q�D
VWXG\�RI�EUHDVW�PLON�IURP�XQLQIHFWHG�ZRPHQ�WR�ZKLFK�+,9�ZDV�DGGHG��2UORII�DQG
FROOHDJXHV�DW�&'&�GHPRQVWUDWHG�WKDW�KHDW�WUHDWPHQW�RI�WKH�YLUXV�VSLNHG�EUHDVW�PLON�DW�����
GHJUHHV�&�IRU����PLQXWHV�UHGXFHG�WKH�LQIHFWLRXV�WLWHU�RI�FHOO�IUHH�DQG�FHOO�DVVRFLDWHG�YLUXV�E\
PRUH�WKDQ���DQG���ORJV��UHVSHFWLYHO\���:KHUHDV�LW�LV�URXWLQHO\�XVHG�E\�PLON�EDQNV�
SDVWHXUL]DWLRQ�LV�QRW�FXUUHQWO\�UHFRPPHQGHG�DQG�PD\�QRW�EH�IHDVLEOH�IRU�KRPH�XVH���)LQDOO\�
D�WKHRUHWLF�DSSURDFK�WR�UHGXFLQJ�WUDQVPLVVLRQ�E\�EUHDVW�IHHGLQJ�LV�WR�SURYLGH�DQWLUHWURYLUDO
GUXJV�WR�ODFWDWLQJ�PRWKHUV�DQG�RU�WR�WKH�EDE\�WR�SURYLGH�´SRVW�H[SRVXUHµ�SURSK\OD[LV��
+RZHYHU��WKLV�KDV�QRW�\HW�EHHQ�VWXGLHG�

,Q�FRPSDULQJ�WKH�ULVNV�DQG�QHJDWLYH�FRQVHTXHQFHV�RI�EUHDVW�IHHGLQJ�ZLWK�WKH�ULVNV�DQG
QHJDWLYH�FRQVHTXHQFHV�RI�QRW�EUHDVW�IHHGLQJ��ZH�ILQG�WKDW�WKH�OLVW�RI�ULVNV�IRU�QRW�EUHDVW�
IHHGLQJ�LV�ORQJHU���%XW�WKH�GHFLVLRQ�WR�EUHDVW�IHHG�RU�QRW�WR�EUHDVW�IHHG�LV�PRUH�FRPSOLFDWHG
WKDQ�WKLV�TXLFN�FRPSDULVRQ�RI�OLVW�OHQJWK�PLJKW�VXJJHVW���7R�UHYLHZ�WKH�OLVW�IRU�QRW�EUHDVW�
IHHGLQJ�
� ,Q�PDQ\�GHYHORSLQJ�FRXQWU\�VHWWLQJV��WKHUH�LV�LQFUHDVHG�ULVN�RI�LQIHFWLRQ�DQG�LQFUHDVHG

VHYHULW\�RI�LOOQHVV�LQ�FKLOGUHQ�QRW�EUHDVW�IHG���%RWWOH�IHHGLQJ�RI�LQIDQW�IRUPXOD�KDV�EHHQ
DVVRFLDWHG�ZLWK�D������WR�ILYHIROG�LQFUHDVH�LQ�PRUWDOLW\���

� 7ZR�UHSRUWV�LQ�WKH�OLWHUDWXUH�KDYH�VXJJHVWHG�WKDW�DPRQJ�+,9�LQIHFWHG�FKLOGUHQ��WKRVH
ZKR�DUH�QRW�EUHDVW�IHG�KDYH�IDVWHU�SURJUHVVLRQ�WR�$,'6���7KHVH�GDWD�DUH�GLIILFXOW�WR
LQWHUSUHW�EHFDXVH�WKH�LQYHVWLJDWRUV�ZHUH�XQDEOH�WR�FRQWURO�IRU�DQ\�GLVVLPLODULWLHV
EHWZHHQ�WKH�FRPSDUHG�JURXSV�LQ�WLPLQJ�RI�WUDQVPLVVLRQ�DQG�RWKHU�IDFWRUV�

� )LQDOO\��QRW�EUHDVW�IHHGLQJ�LV�OLNHO\�WR�KDYH�DQ�LPSDFW�RQ�ELUWK�VSDFLQJ��ZLWK
SRWHQWLDOO\�QHJDWLYH�FRQVHTXHQFHV�IRU�WKH�PRWKHU·V�KHDOWK�DQG�WKH�FKLOG·V�VXUYLYDO��DQG
LQ�SRSXODWLRQV�ZKHUH�EUHDVW�IHHGLQJ�LV�WKH�QRUP�WKHUH�PD\�EH�VRFLDO�VWLJPD�DQG�IHDU
RI�+,9�VWDWXV�EHLQJ�NQRZQ�IRU�ZRPHQ�ZKR�GR�QRW�EUHDVW�IHHG�
$OWKRXJK�WKLV�LV�D�ORQJ�OLVW��,�ZRXOG�OLNH�WR�SRLQW�RXW�WKDW�WKHUH�LV�WKH�SRWHQWLDO�WR

PLQLPL]H�WKH�ULVNV�DQG�QHJDWLYH�FRQVHTXHQFHV�RI�QRW�EUHDVW�IHHGLQJ��KRZHYHU��IRU�EUHDVW�
IHHGLQJ�WKH�PDLQ�ULVN�RU�QHJDWLYH�FRQVHTXHQFH�LV�+,9�WUDQVPLVVLRQ�ZKLFK��LI�LW�RFFXUV�
FHUWDLQO\�PHDQV�WKH��SUHPDWXUH�GHDWK�RI�D�FKLOG���$Q�DUHD�QHHGLQJ�IXUWKHU�UHVHDUFK�LV�ZKHWKHU
WKH�QXWULWLRQDO�FRQWHQW�RI�+,9�LQIHFWHG�PRWKHUV·�EUHDVW�PLON�FRPSDUHV�ZLWK�WKDW�RI
XQLQIHFWHG�ZRPHQ��L�H���ZKHWKHU�WKH�LQIDQWV�RI�+,9�LQIHFWHG�ZRPHQ�DUH�JHWWLQJ�WKH�VDPH
EHQHILWV�RI�EUHDVW�IHHGLQJ���%HFDXVH�ZH�QHHG�WR�EH�WKLQNLQJ�DERXW�ZKDW�LV�EHVW�IRU�WKH�PRWKHU
DQG�FKLOG�DV�D�SDLU��PRUH�UHVHDUFK�LV�QHHGHG�RQ�WKH�HIIHFW�RI�ODFWDWLRQ�RQ�WKH�PRWKHU·V�KHDOWK
VWDWXV�LQ�WKH�SUHVHQFH�RI�+,9�LQIHFWLRQ�

6HYHUDO�LQYHVWLJDWRUV�KDYH�DWWHPSWHG�WR�XVH�PDWKHPDWLFDO�PRGHOV�WR�RIIHU�JXLGDQFH�WR
SROLF\�PDNHUV�LQ�ZHLJKLQJ�WKH�ULVNV�DQG�EHQHILWV�RI�EUHDVW�IHHGLQJ�DQG�DOWHUQDWLYH�IHHGLQJ
XQGHU�GLIIHUHQW�FLUFXPVWDQFHV���7KHVH�PRGHOV�DUH�OLPLWHG�E\�DYDLODEOH�GDWD�DQG�LQ�WKH�DELOLW\
WR�FRQVLGHU�DOO�IDFWRUV�ZKLFK�EHDU�RQ�GHFLVLRQ�PDNLQJ�DERXW�LQIDQW�IHHGLQJ�SROLF\���,�ZLOO�QRW
JR�LQWR�GHWDLO�DERXW�WKH�PHWKRGV�XVHG��EXW�WZR�SRLQWV�DUH�ZRUWK�PHQWLRQLQJ���0RGHOV
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GHYHORSHG�E\�.XKQ�DQG�6WHLQ�DQG�SXEOLVKHG�LQ������DQG�HDUOLHU�E\�+X��HW�DO����������KDYH
FRQILUPHG�WKDW�XQGHU�FHUWDLQ�FLUFXPVWDQFHV��WKDW�LV��ZKHQ�WKHUH�LV�D�KLJK�UHODWLYH�ULVN�RI
PRUWDOLW\�IURP�QRW�EUHDVW�IHHGLQJ��DV�LV�FRPPRQ�LQ�PDQ\�GHYHORSLQJ�FRXQWULHV��DYRLGDQFH�RI
DOO�EUHDVW�IHHGLQJ�E\�WKH�ZKROH�SRSXODWLRQ�DOZD\V�SURGXFHV�WKH�ZRUVW�RXWFRPH��KLJKHVW
PRUWDOLW\�IRU�FKLOGUHQ�OHVV�WKDQ���\HDUV�RI�DJH����7KHVH�UHVXOWV�VXSSRUW�SURWHFWLRQ�DQG
SURPRWLRQ�RI�EUHDVW�IHHGLQJ�DPRQJ�+,9�XQLQIHFWHG�ZRPHQ���$�PRGHOLQJ�H[HUFLVH�WKDW�LV
FXUUHQWO\�XQGHUZD\�LV�DGGUHVVLQJ�ZKHWKHU��XQGHU�FHUWDLQ�FLUFXPVWDQFHV��DYRLGDQFH�RI�EUHDVW�
IHHGLQJ�E\�+,9�LQIHFWHG�ZRPHQ�PD\�KDYH�DQ�HYHQ�JUHDWHU�SUHYHQWLRQ�LPSDFW�WKDQ
LQWHUYHQWLRQV�VXFK�DV�='9�WKDW�UHGXFH�LQWUDXWHULQH�DQG�LQWUDSDUWXP�+,9�WUDQVPLVVLRQ�

$V�ZH�WXUQ�DWWHQWLRQ�WRZDUG�SROLF\�DERXW�EUHDVW�IHHGLQJ��WKH�IRFXV�ZLOO�DOVR�EH�RQ�WKH
NH\�SLHFHV�RI�GDWD�WKDW�DUH�FXUUHQWO\�PLVVLQJ���6RPH�RI�WKHVH�GDWD�JDSV�LQFOXGH�
� 7KH�WLPLQJ�RI�+,9�WUDQVPLVVLRQ�WKURXJK�EUHDVW�PLON
� 0HFKDQLVPV�RI�WUDQVPLVVLRQ
� 7KH�HIIHFWLYHQHVV�RI�VKRUW�FRXUVH�='9�WUHDWPHQW�LQ�EUHDVW�IHHGLQJ�SRSXODWLRQV
� 7KH�HIIHFW�RI�DQWLUHWURYLUDO�WUHDWPHQW�RQ�YLUDO�ORDG�LQ�EUHDVW�PLON
� 7KH�EHVW�LQIDQW�IHHGLQJ�RSWLRQV�IRU�+,9�LQIHFWHG�ZRPHQ�LQ�GLIIHUHQW�VHWWLQJV
� :D\V�WR�PLQLPL]H�WKH�ULVNV�RI�DOWHUQDWLYHV�WR�EUHDVW�IHHGLQJ
� %DUULHUV�WR�DFFHSWDQFH�RI�DQG�DGKHUHQFH�WR�EHVW�LQIDQW�IHHGLQJ�RSWLRQV

,Q�VXPPDU\��+,9�WUDQVPLVVLRQ�WKURXJK�EUHDVW�IHHGLQJ�UHSUHVHQWV�DQ�LPSRUWDQW�PRGH
RI�WUDQVPLVVLRQ�WKDW�VKRXOG�EH�DGGUHVVHG�E\�SUHYHQWLRQ�HIIRUWV���+RZHYHU��EUHDVW�IHHGLQJ�LV
FULWLFDO�WR�RYHUDOO�FKLOG�KHDOWK��PDNLQJ�WKLV�LVVXH�YHU\�FRPSOH[���7KH�DELOLW\�WR�DGGUHVV�EUHDVW�
IHHGLQJ�WUDQVPLVVLRQ�RI�+,9�ZLWKRXW�LQFUHDVLQJ�LQIDQW�PRUELGLW\�DQG�PRUWDOLW\�IURP�RWKHU
FDXVHV�GHSHQGV�RQ�����WDUJHWLQJ�LQWHUYHQWLRQV�WR�+,9�LQIHFWHG�ZRPHQ�DQG�����PLQLPL]LQJ
ULVNV�RI�DOWHUQDWLYH�LQIDQW�IHHGLQJ�PHWKRGV�

3ROLFLHV�5HJDUGLQJ�%UHDVW�)HHGLQJ�LQ�'HYHORSLQJ�&RXQWULHV�
3RVVLEOH�3URJUDPPDWLF�$SSURDFKHV�WR�5HGXFLQJ�%UHDVW�0LON�$VVRFLDWHG
+,9�5LVN��DQG�3URV��&RQV��DQG�,QIRUPDWLRQ�1HHGV
3UHVHQWHG�E\�,VDEHOOH�'H9LQFHQ]L��0�'�
81$,'6

,Q�������:+2��81,&()��DQG�81$,'6�LVVXHG�D�MRLQW�SROLF\�VWDWHPHQW�RQ�+,9�DQG
LQIDQW�IHHGLQJ��ZKLFK�WDNHV�DFFRXQW�RI�DYDLODEOH�VFLHQWLILF�HYLGHQFH�RI�WUDQVPLVVLRQ�WKURXJK
EUHDVW�PLON�DQG�ZKLFK�SURPRWHV�IXOO\�LQIRUPHG�FKRLFH�RI�LQIDQW�IHHGLQJ�PHWKRGV�E\�+,9�
SRVLWLYH�ZRPHQ���%DVHG�RQ�WKLV������VWDWHPHQW��WKH�WZR�81�DJHQFLHV�DQG�WKH�81$,'6
VHFUHWDULDW�GHYHORSHG�JXLGHOLQHV�LQWHQGHG�WR�KHOS�GHFLVLRQ�PDNHUV�DQG�KHDOWK�FDUH�PDQDJHUV�

/DVW�PRQWK��D�PHHWLQJ�ZDV�KHOG�LQ�*HQHYD�WR�GLVFXVV�LPSOHPHQWDWLRQ�LVVXHV�UHODWHG�WR
WKHVH�JXLGHOLQHV���,�ZLOO�GLVFXVV�KHUH�WKH�JXLGHOLQHV�IRU�GHFLVLRQ�PDNHUV�RQO\��EXW�WKH�FRQWHQW
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RI�WKH�JXLGH�IRU�KHDOWK�FDUH�PDQDJHUV�LV�YHU\�VLPLODU��VLQFH�WKH�WZR�GRFXPHQWV�ZHUH
GHYHORSHG�VLPXOWDQHRXVO\��

:H�HPSKDVL]H�WKDW�LQIDQW�IHHGLQJ�FDQQRW�EH�DQ�LVRODWHG�LVVXH�DQG�LQIDQW�IHHGLQJ�SROLF\
VKRXOG�EH�YLHZHG�LQ�D�EURDGHU�FRQWH[W�WKDW�LQFOXGHV�WKH�IROORZLQJ�DVVXPSWLRQV�
� 3UHYHQWLQJ�+,9�LQIHFWLRQ�LQ�ZRPHQ�ZLOO�UHPDLQ�WKH�EHVW�ZD\�WR�DYRLG�PRWKHU�WR�

FKLOG�WUDQVPLVVLRQ�RI�+,9���
� $OO�SROLF\�VKRXOG�EH�GHYHORSHG�ZLWK�UHVSHFW�IRU�FKLOGUHQ·V�DQG�ZRPHQ·V�ULJKWV��ZLWK

WKH�EHVW�LQWHUHVWV�RI�WKH�PRWKHU�DQG�EDE\�DV�D�SDLU�LQ�PLQG�
� $�SROLF\�RQ�LQIDQW�IHHGLQJ�DQG�+,9�WKDW�LV�EDVHG�RQ�PHHWLQJ�WKH�QHHGV�RI�LQGLYLGXDO

PRWKHUV�DQG�LQIDQWV�UHTXLUHV�WKDW�ZRPHQ�NQRZ�WKHLU�+,9�VWDWXV���,PSURYLQJ�DFFHVV
WR�FRXQVHOLQJ�DQG�WHVWLQJ�IRU�DOO�ZRPHQ�DQG�WKHLU�SDUWQHUV�LQ�DQWHQDWDO�FDUH��IDPLO\
SODQQLQJ��DQG�DOO�RWKHU�DSSURSULDWH�SRLQWV�LQ�WKH�KHDOWK�VHUYLFH�LV�QHFHVVDU\�WR
LPSOHPHQW�ERWK�DQWLUHWURYLUDO�WUHDWPHQWV�DQG�DQ�LQIDQW�IHHGLQJ�SROLF\�WR�UHGXFH
PRWKHU�WR�FKLOG�WUDQVPLVVLRQ�

� :H�VKRXOG�VWUHQJWKHQ�DQWHQDWDO�FDUH�VHUYLFHV�DQG�HQFRXUDJH�LQFUHDVHG�DWWHQGDQFH�VR
WKDW�ZRPHQ�FDQ�EH�SURYLGHG�LQIRUPDWLRQ�DERXW�SUHYHQWLRQ�RI�+,9�LQIHFWLRQ��RIIHUHG
+,9�FRXQVHOLQJ�DQG�WHVWLQJ��DQG�RIIHUHG�DQ�LQWHUYHQWLRQ�WR�UHGXFH�PRWKHU�WR�FKLOG
WUDQVPLVVLRQ�DQG�UHIHUUHG�IRU�LQIDQW�IHHGLQJ�FRXQVHOLQJ�LI�+,9�SRVLWLYH�

� :H�VKRXOG�LPSOHPHQW�RWKHU�LQWHUYHQWLRQV�WR�SUHYHQW�PRWKHU�WR�FKLOG�WUDQVPLVVLRQ�
� :H�VKRXOG�VWUHQJWKHQ�IDPLO\�SODQQLQJ�SURYLVLRQ�WR�JLYH�ZRPHQ�WKH�RSWLRQ�RI

DYRLGLQJ�SUHJQDQF\�LI�WKH\�ZLVK�
� %UHDVW�IHHGLQJ��ZKLFK�UHPDLQV�WKH�EHVW�VRXUFH�RI�QXWULWLRQ�IRU�WKH�JUHDW�PDMRULW\�RI

LQIDQWV��VWLOO�VKRXOG�EH�SURPRWHG��VXSSRUWHG��DQG�SURWHFWHG���,Q�DGGLWLRQ��FDUH�VKRXOG
EH�WDNHQ�WR�SUHYHQW�D�VSLOORYHU�HIIHFW�LQ�ZKLFK�IHDU�RI�+,9�LQIHFWLRQ�XQGHUPLQHV�WKH
FRPPLWPHQW�WR�EUHDVW�IHHG��HYHQ�DPRQJ�ZRPHQ�ZKR�DUH�QRW�LQIHFWHG��DQG
XQGHUPLQHV�VXSSRUW�E\�KHDOWK�V\VWHPV�DQG�SROLF\�IRU�EUHDVW�IHHGLQJ�
%UHDVW�IHHGLQJ�LV�QRUPDOO\�WKH�EHVW�ZD\�WR�IHHG�LQIDQWV��ZLWK�EHQHILWV�WKDW�JR�EH\RQG

VRXQG�QXWULWLRQ��DQG�FKLOGUHQ�VKRXOG�QRW�QHHGOHVVO\�EH�GHSULYHG�RI�LW���%UHDVW�IHHGLQJ
SURYLGHV�
� 1XWULWLRQ���%UHDVW�PLON�SURYLGHV��LQ�DQ�HDVLO\�GLJHVWHG�IRUP��DOO�WKH�QXWULHQWV�DQ�LQIDQW

UHTXLUHV�IRU�DW�OHDVW�WKH�ILUVW���PRQWKV�RI�OLIH��DQG�XVXDOO\�IRU�WKH�ILUVW���PRQWKV��
%UHDVW�PLON�FRQWLQXHV�WR�SURYLGH�KLJK�TXDOLW\�QXWULHQWV�XQWLO�D�FKLOG�LV�DW�OHDVW���\HDUV
ROG���)URP���WR����PRQWKV��EUHDVW�IHHGLQJ�FDQ�SURYLGH�XS�WR�KDOI�RU�PRUH��DQG�IURP
���WR����PRQWKV�XS�WR�RQH�WKLUG��RI�D�FKLOG·V�QXWULHQW�UHTXLUHPHQWV�

� 3URWHFWLRQ���)URP�WKH�PRPHQW�RI�ELUWK��EUHDVW�PLON�DFWLYHO\�SURWHFWV�LQIDQWV�DJDLQVW
LQIHFWLRQ���,W�FRQWDLQV�QXPHURXV�DQWL�LQIHFWLYH�IDFWRUV��LQFOXGLQJ�LPPXQRJOREXOLQV
DQG�ZKLWH�EORRG�FHOOV��DQG�JURZWK�IDFWRUV���1R�DUWLILFLDO�IRRGV�FRQWDLQ�WKHVH�DQWL�
LQIHFWLYH�DQG�JURZWK�IDFWRUV���6RPH�VWXGLHV�VKRZ�WKDW�HYHQ�ZLWK�RSWLPDO�K\JLHQH�
DUWLILFLDOO\�IHG�LQIDQWV�VXIIHU�ILYH�WLPHV�WKH�UDWH�RI�GLJHVWLYH�LQIHFWLRQ�RI�EUHDVW�IHG
LQIDQWV�DQG�KLJKHU�UDWHV�RI�UHVSLUDWRU\��HDU��DQG�RWKHU�LQIHFWLRQV�
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� )DPLO\�SODQQLQJ�EHQHILWV���%UHDVW�IHHGLQJ�GHOD\V�WKH�UHWXUQ�RI�D�ZRPDQ·V�IHUWLOLW\���,I�D
ZRPDQ�GRHV�QRW�EUHDVW�IHHG��VKH�LV�DW�LQFUHDVHG�ULVN�RI�DQ�HDUO\�SUHJQDQF\��

� 3V\FKRVRFLDO�GHYHORSPHQW���%UHDVW�IHHGLQJ�LV�LPSRUWDQW�WR�WKH�HPRWLRQDO�UHODWLRQVKLS
EHWZHHQ�PRWKHU�DQG�FKLOG���$�FKLOG�ZKR�LV�QRW�EUHDVW�IHG�PD\�UHFHLYH�OHVV�DWWHQWLRQ
IURP�DQG�VWLPXODWLRQ�E\�KLV�RU�KHU�PRWKHU�
7KH�SURFHVV�RI�IHHGLQJ�D�FKLOG�ZKR�LV�QRW�UHFHLYLQJ�DQ\�EUHDVW�PLON�ZLWK�D�GLHW�WKDW

SURYLGHV�DOO�WKH�QXWULHQWV�WKH�FKLOG�QHHGV�LV�FDOOHG�UHSODFHPHQW�IHHGLQJ���8VLQJ�D�VSHFLILF�WHUP
IRU�IHHGLQJ�D�FKLOG�LQ�WKH�DEVHQFH�RI�EUHDVW�PLON�LV�KHOSIXO�WR�GLVWLQJXLVK�LW�IURP
FRPSOLPHQWDU\�IHHGLQJ�RU�YDULRXV�IRUPV�RI�DUWLILFLDO�IHHGLQJ�ZKLFK�PD\�EH�JLYHQ�LQ�DGGLWLRQ
WR�EUHDVW�PLON���6XSSRUW�IRU�DGHTXDWH�UHSODFHPHQW�IHHGLQJ�LV�QHHGHG�WKURXJKRXW�WKH�SHULRG
IRU�ZKLFK�EUHDVW�PLON�LV�UHFRPPHQGHG�DQG�GXULQJ�ZKLFK�D�FKLOG�LV�DW�JUHDWHVW�ULVN�RI
PDOQXWULWLRQ��WKDW�LV��XQWLO�D�FKLOG�LV�DW�OHDVW���\HDUV�ROG��

)URP�ELUWK�WR���PRQWKV�RI�DJH��PLON�LQ�VRPH�IRUP�LV�HVVHQWLDO���7KH�PLON�VKRXOG�EH
SUHSDUHG�ZLWK�FDUHIXO�DWWHQWLRQ�WR�K\JLHQH���7KLV�UHTXLUHV�FOHDQ�ZDWHU�WR�SUHSDUH�WKH�IHHG�DQG
IXHO�WR�ERLO�WKH�ZDWHU��PLON��DQG�XWHQVLOV���2SWLRQV�LQFOXGH�FRPPHUFLDO�LQIDQW�IRUPXOD��ZKLFK
LV�GHVLJQHG�WR�PHHW�WKH�QXWULWLRQDO�QHHGV�RI�DQ�LQIDQW�IRU�WKH�ILUVW���WR���PRQWKV�RI�OLIH���,W
PD\�EH�PDGH�IURP�FRZ·V�PLON�RU�YHJHWDEOH�SURGXFWV�VXFK�DV�VR\�EHDQ���:KLOH�LPSRUWDQW
GLIIHUHQFHV�UHPDLQ��WKHVH�DUH�WKH�FORVHVW�LQ�FRPSRVLWLRQ�WR�EUHDVW�PLON�DQG�DUH�XVXDOO\
DGHTXDWHO\�IRUWLILHG�ZLWK�PLFURQXWULHQWV��LQFOXGLQJ�LURQ���/LTXLG�UHDG\�WR�IHHG�SUHSDUDWLRQV
DUH�DOVR�DYDLODEOH�LQ�VRPH�VHWWLQJV��EXW�PD\�EH�PRUH�H[SHQVLYH�

+RPH�SUHSDUHG�IRUPXOD�FDQ�EH�PDGH�IURP�DQLPDO�PLON��W\SLFDOO\�IURP�FRZV��JRDWV�
EXIIDORV��RU�VKHHS���7KH�FRPSRVLWLRQ�RI�DQLPDO�PLON�LV�GLIIHUHQW�IURP�WKDW�RI�KXPDQ�PLON�
DQG�LW�PD\�ODFN�PLFURQXWULHQWV���,W�LV�EHVW�LI�DQLPDO�PLON�LV�PRGLILHG�IRU�LQIDQWV�WKURXJK
GLOXWLRQ�ZLWK�ZDWHU�DQG�WKH�DGGLWLRQ�RI�VXJDU�

)URP���PRQWKV�WR���\HDUV��UHSODFHPHQW�IHHGLQJ�IRU�D�QRQ�EUHDVW�IHG�LQIDQW�VKRXOG
LQFOXGH�D�VXLWDEOH�EUHDVW�PLON�VXEVWLWXWH�DQG�FRPSOLPHQWDU\�IRRGV�PDGH�IURP�DSSURSULDWHO\
SUHSDUHG�DQG�QXWULHQW�HQULFKHG�IDPLO\�IRRGV���,I�VXLWDEOH�EUHDVW�PLON�VXEVWLWXWHV�DUH�QRW
DYDLODEOH��UHSODFHPHQW�IHHGLQJ�VKRXOG�EH�SURYLGHG�ZLWK�DSSURSULDWHO\�SUHSDUHG�DQG�IXUWKHU
HQULFKHG�IDPLO\�IRRGV���2WKHU�PLON�SURGXFWV��VXFK�DV�XQPRGLILHG�DQLPDO�PLON��GU\�VNLP�PLON�
RU�\RJXUW�VKRXOG�EH�LQFOXGHG�LI�SRVVLEOH�DV�D�VRXUFH�RI�SURWHLQ�DQG�FDOFLXP��

+,9�SRVLWLYH�PRWKHUV�ZKR�FKRRVH�WR�EUHDVW�IHHG�VKRXOG�FRQVLGHU�HDUO\�FHVVDWLRQ�RI
EUHDVW�IHHGLQJ�DV�VRRQ�DV�WKH\�FDQ�SURYLGH�DGHTXDWH�UHSODFHPHQW�IHHGV���1R�VSHFLILF�WLPH�LV
UHFRPPHQGHG���,QGHHG��WKH�EHVW�RSWLRQ�IRU�DQ�+,9�SRVLWLYH�PRWKHU�LV�WR�XVH�DQ�DGHTXDWH
DOWHUQDWLYH�IURP�ELUWK��ZKLOH�WKH�ZRUVW�RSWLRQ�ZLOO�EH�WR�FRQWLQXH�WR�EUHDVW�IHHG�IRU���RU��
\HDUV���6LQFH�LW�LV�QRW�\HW�SRVVLEOH�WR�SURSRVH�D�FOHDU�FXW�SRLQW��QR�VFLHQWLILF�GDWD�DYDLODEOH��RI
UHSODFHPHQW�IHHGLQJ��ZH�UHFRPPHQG�WKDW�DV�VRRQ�DV�DQ�+,9�SRVLWLYH�ZRPDQ�KDV�DFFHVV�WR
DGHTXDWH�UHSODFHPHQW�IHHGLQJ�VKH�VKRXOG�FRQVLGHU�FHVVDWLRQ�RI�EUHDVW�IHHGLQJ�

([SUHVVLQJ�DQG�KHDW�WUHDWLQJ�WKH�EUHDVW�PLON�RU�XVLQJ�D�EUHDVW�PLON�EDQN�PD\�EH�RWKHU
RSWLRQV���:KLOH�ZHW�QXUVLQJ�LQ�WKH�IDPLO\�FRQWH[W�LV�WUDGLWLRQDO�LQ�VRPH�FXOWXUHV��WKHUH�LV�D
ULVN�RI�+,9�WUDQVPLVVLRQ�WR�WKH�LQIDQW�LI�WKH�ZHW�QXUVH�LV�LQIHFWHG��DQG�D�SRVVLEOH�ULVN�RI
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WUDQVPLVVLRQ�WR�WKH�ZHW�QXUVH�LI�WKH�LQIDQW�LV�LQIHFWHG���,I�D�IDPLO\�FRQVLGHUV�WKLV�RSWLRQ��ERWK
WKH�PRWKHU�DQG�ZHW�QXUVH�VKRXOG�EH�IXOO\�LQIRUPHG�DERXW�WKH�ULVNV���7KH�ZHW�QXUVH�VKRXOG�EH
RIIHUHG�+,9�FRXQVHOLQJ�DQG�WHVWLQJ�DQG�EH�DEOH�WR�SUDFWLFH�VDIH�VH[�WR�UHPDLQ�+,9�QHJDWLYH
ZKLOH�EUHDVW�IHHGLQJ�WKH�LQIDQW�

7R�PDNH�DQ�LQIRUPHG�GHFLVLRQ�DERXW�KRZ�WR�IHHG�WKHLU�EDELHV��PRWKHUV�QHHG�WR�NQRZ
ZKHWKHU�RU�QRW�WKH\�DUH�+,9�LQIHFWHG���7KLV�UHTXLUHV�WKDW�YROXQWDU\�DQG�FRQILGHQWLDO
FRXQVHOLQJ�DQG�WHVWLQJ�EH�SURYLGHG�DQG�SURPRWHG���,W�LV�D�IXQGDPHQWDO�SULQFLSOH�WKDW�WHVWLQJ
EH�YROXQWDU\�DQG�FDUULHG�RXW�ZLWK�LQIRUPHG�FRQVHQW���'HFLVLRQ�PDNHUV�DOVR�QHHG�WR�FRQVLGHU
FRYHUDJH���7KH�XOWLPDWH�JRDO�LV�WR�SURYLGH�ZLGHO\�DYDLODEOH�FRXQVHOLQJ�DQG�WHVWLQJ�IRU�WKH
ZKROH�SRSXODWLRQ���,Q�WKH�FRQWH[W�RI�PRWKHU�WR�FKLOG�WUDQVPLVVLRQ��LW�LV�SDUWLFXODUO\
LPSRUWDQW�WKDW�FRXQVHOLQJ�DQG�WHVWLQJ�VHUYLFHV�EH�DYDLODEOH�IRU�ZRPHQ�RI�FKLOG�EHDULQJ�DJH
DQG�WKHLU�SDUWQHUV���,W�LV�UHFRPPHQGHG�WKDW�VHUYLFHV�IRU�ZRPHQ�DOVR�LQYROYH�SDUWQHUV�ZKHQ
WKH�ZRPDQ�VR�FKRRVHV��DQG�WKDW�LW�EH�D�GXW\�RI�VWDII�WR�HQFRXUDJH�DQG�IDFLOLWDWH�WKLV�SURFHVV�

&RXQVHOLQJ�LV�DQ�LQWHQVLYH��VNLOOHG��DQG�WLPH�FRQVXPLQJ�SURFHVV�WKDW�PXVW�DQVZHU�D
UDQJH�RI�FOLHQW�QHHGV���(YHU\�FOLHQW�PXVW�UHFHLYH�SUH��DQG�SRVW�WHVW�FRXQVHOLQJ��DQG�WKRVH�ZKR
DUH�+,9�SRVLWLYH�DUH�OLNHO\�WR�UHTXLUH�IXUWKHU�FRXQVHOLQJ�DQG�VXSSRUW���,Q�WKH�FDVH�RI
SUHJQDQW�DQG�SRVWSDUWXP�ZRPHQ��WKLV�ZLOO�LQFOXGH�FRXQVHOLQJ�UHODWHG�WR�EUHDVW�IHHGLQJ�DQG
UHSODFHPHQW�IHHGLQJ�

(/,6$�WHVWLQJ�UHTXLUHV�VNLOOHG�WHFKQLFDO�VWDII��ZHOO�PDLQWDLQHG�HTXLSPHQW��DQG�D
VWHDG\�SRZHU�VXSSO\���5DSLG�DQG�VLPSOH�DQWLERG\�WHVWV�GR�QRW�QHHG�VXFK�VSHFLDOL]HG
HTXLSPHQW�RU�VWDII���+RZHYHU��VDPH�GD\�UHVXOW�WHVWV�PD\�QRW�EH�DGHTXDWH�ZKHUH�ZRPHQ�QHHG
PRUH�WLPH�WR�IXOO\�FRSH�ZLWK�OHDUQLQJ�DERXW�WKHLU�UHVXOWV�

7KH�SROLF\�REMHFWLYH�PXVW�EH�WR�PLQLPL]H�DOO�LQIDQW�IHHGLQJ�ULVN�DQG�WR�XUJHQWO\
H[SDQG�DFFHVV�WR�DQ�DGHTXDWH�DOWHUQDWLYH�VR�WKDW�+,9�LQIHFWHG�ZRPHQ�KDYH�D�UDQJH�RI
FKRLFHV���7KH�SROLF\�DOVR�VKRXOG�VWLSXODWH�ZKDW�PHDVXUHV�DUH�EHLQJ�WDNHQ�WR�PDNH�EUHDVW�PLON
VXEVWLWXWHV�DYDLODEOH�DQG�DIIRUGDEOH��WR�WHDFK�WKH�VDIHVW�PHDQV�RI�IHHGLQJ�WKHP�WR�LQIDQWV��DQG
WR�SURYLGH�WKH�FRQGLWLRQV�ZKLFK�ZLOO�GLPLQLVK�WKH�ULVNV�RI�XVLQJ�WKHP�

'HFLVLRQ�PDNHUV�SDUWLFXODUO\�QHHG�WR�FRQVLGHU�WKH�IROORZLQJ�
� :KDW�ZLOO�LW�FRVW�WKH�JRYHUQPHQW�WR�RIIHU�+,9�SRVLWLYH�PRWKHUV�VXEVLGL]HG�RU�IUHH

VXSSOLHV�RI�EUHDVW�PLON�VXEVWLWXWHV��DQG�KRZ�VKRXOG�VXFK�D�SURJUDP�EH�ILQDQFHG�DQG
VXVWDLQHG"��,I�WKH�JRYHUQPHQW�RIIHUV�IUHH�RU�VXEVLGL]HG�EUHDVW�PLON�VXEVWLWXWHV�WR�VRPH
RU�DOO�+,9�SRVLWLYH�PRWKHUV�ZKR�FKRRVH�QRW�WR�EUHDVW�IHHG��WKHVH�PRWKHUV�PXVW�EH
HQVXUHG�RI�EUHDVW�PLON�VXEVWLWXWH�IRU�DW�OHDVW���PRQWKV�DQG�VXSSRUW�IRU�FRQWLQXHG
DGHTXDWH�UHSODFHPHQW�IHHGLQJ�XS�WR���\HDUV�RI�DJH��LQFOXGLQJ�VRPH�IRUP�RI�PLON�LI
SRVVLEOH�XS�WR�DW�OHDVW���\HDU�

� :KDW�LV�QHHGHG�LQ�DGGLWLRQ�WR�DIIRUGDEOH�EUHDVW�PLON�VXEVWLWXWHV�WR�PDNH�DOWHUQDWLYH
IHHGLQJ�DV�VDIH�DV�SRVVLEOH"��7KH�ULVN�RI�JLYLQJ�UHSODFHPHQW�IHHGV�PXVW�EH�OHVV�WKDQ�WKH
ULVN�RI�+,9�WUDQVPLVVLRQ�WKURXJK�EUHDVW�IHHGLQJ�RU�WKHUH�LV�QR�SRLQW�LQ�XVLQJ�WKHP��
(VVHQWLDO�HOHPHQWV�LQFOXGH�NQRZOHGJH�DQG�FRPPLWPHQW�RQ�WKH�SDUW�RI�WKH�FDUHJLYHUV�
VDIH�ZDWHU��DVVXUHG�VXSSOLHV�RI�DIIRUGDEOH�IXHO��HDV\�DFFHVV�WR�TXDOLW\�KHDOWK�FDUH�IRU
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PRWKHUV�DQG�LQIDQWV��DQG�D�JRRG�OHYHO�RI�VXSSRUW�IURP�FRXQVHORUV�RU�VRFLDO�ZRUNHUV��
� :KDW�DUH�WKH�LPSOLFDWLRQV�IRU�IDPLO\�SODQQLQJ�VHUYLFHV"��$�SROLF\�UHFRPPHQGLQJ�WKDW

+,9�LQIHFWHG�PRWKHUV�EH�FRXQVHOHG�WR�FRQVLGHU�UHSODFHPHQW�IHHGLQJ�FDQ�KDYH�PDMRU
LPSOLFDWLRQV�IRU�ELUWK�VSDFLQJ���+,9�LQIHFWHG�PRWKHUV�GHSULYHG�RI�ODFWDWLRQDO
DPHQRUUKHD�ZLOO�EHFRPH�SUHJQDQW�HDUOLHU�ZLWK�DGYHUVH�KHDOWK�FRQVHTXHQFHV�IRU
WKHPVHOYHV���8OWLPDWHO\��D�KLJKHU�QXPEHU�RI�+,9�LQIHFWHG�FKLOGUHQ�ZLOO�EH�ERUQ�DQG
ZLOO�QHHG�WR�EH�FDUHG�IRU���)DPLO\�SODQQLQJ�LQIRUPDWLRQ�DQG�VHUYLFHV�QHHG�WR�EH�UHDGLO\
DYDLODEOH�WR�PRWKHUV�DQG�WKHLU�SDUWQHUV�

� :KDW�LV�QHFHVVDU\�WR�PDQDJH�WKH�HIILFLHQW�GLVWULEXWLRQ�RI�EUHDVW�PLON�VXEVWLWXWHV�WR
+,9�SRVLWLYH�PRWKHUV"��,I�IUHH�RU�VXEVLGL]HG�EUHDVW�PLON�VXEVWLWXWHV�DUH�WR�EH�RIIHUHG�
WKH\�QHHG�WR�EH�GLVWULEXWHG�HIILFLHQWO\�WR�WKH�PRWKHUV�ZKR�DUH�HOLJLEOH�IRU�WKHP��EXW
FRQWUROOHG�WR�SUHYHQW�VSLOORYHU�WR�PRWKHUV�ZKR�DUH�+,9�QHJDWLYH�RU�KDYH�XQNQRZQ
VWDWXV���3RVVLEOH�ZD\V�WR�DFKLHYH�WKLV�DUH�����FHQWUDOL]LQJ�SURFXUHPHQW�RI�VXSSOLHV�
ERWK�WR�HQDEOH�QHJRWLDWLRQ�RI�JRRG�SULFHV�DQG�WR�IDFLOLWDWH�FRQWURO�DQG�PRQLWRULQJ�RI
GLVWULEXWLRQ������JLYLQJ�EUHDVW�PLON�VXEVWLWXWHV�RQO\�WR�PRWKHUV�ZKR�KDYH�KDG�+,9
FRXQVHOLQJ�DQG�WHVWLQJ�DQG�DUH�NQRZQ�WR�EH�SRVLWLYH������GLVWULEXWLQJ�EUHDVW�PLON
VXEVWLWXWHV�WR�ORFDO�GLVWULEXWLRQ�SRLQWV�LQ�DSSURSULDWH�TXDQWLWLHV�IRU�WKH�H[SHFWHG
QXPEHU�RI�WHVWHG��+,9�LQIHFWHG�ZRPHQ��DQG�����JLYLQJ�EUHDVW�PLON�VXEVWLWXWHV
WKURXJK�DQ�DFFRXQWDEOH�V\VWHP�RI�PHGLFDO�SUHVFULSWLRQV�RU�FRXSRQV��IRU�H[DPSOH�
WKURXJK�D�SKDUPDF\�LQ�WKH�VDPH�ZD\�DV�PHGLFLQHV��

� +RZ�GR�ZH�SUHYHQW�VSLOORYHU"��:H�PXVW�HQVXUH�WKDW�KHDOWK�HGXFDWLRQ�SURJUDPV
FRQWLQXH�WR�HPSKDVL]H�WKH�YDOXH�RI�EUHDVW�IHHGLQJ�DQG�WKH�ULVNV�RI�DUWLILFLDO�IHHGLQJ��
,QIRUPDWLRQ�DERXW�PRWKHU�WR�FKLOG�WUDQVPLVVLRQ�VKRXOG�EH�JLYHQ�LQ�D�ZD\�WKDW�GRHV
QRW�IULJKWHQ�PRWKHUV�ZKR�DUH�+,9�QHJDWLYH�RU�RI�XQNQRZQ�VWDWXV�DQG�OHDG�WKHP�WR
DYRLG�EUHDVW�IHHGLQJ�XQQHFHVVDULO\���:H�PXVW�DOVR�HQVXUH�WKDW�DOO�VWDII�PHPEHUV�ZKR
FRXQVHO�PRWKHUV�DERXW�UHSODFHPHQW�IHHGLQJ�DUH�WUDLQHG�LQ�EUHDVW�IHHGLQJ�FRXQVHOLQJ��
$QG�ZH�PXVW�WDNH�PHDVXUHV�WR�LPSOHPHQW�WKH�LQWHUQDWLRQDO�FRGH�RI�PDUNHWLQJ�RI
EUHDVW�PLON�VXEVWLWXWHV���+HDOWK�FDUH�ZRUNHUV�VKRXOG�NQRZ�DERXW�WKHLU�UHVSRQVLELOLW\
XQGHU�WKH�FRGH�DQG�DSSO\�WKHP�LQ�WKHLU�ZRUN��
3URYLGLQJ�LQIRUPDWLRQ��HGXFDWLRQ��DQG�FRPPXQLFDWLRQ��,(&��LV�D�YHU\�LPSRUWDQW

HOHPHQW�LQ�D�FRPSUHKHQVLYH�SROLF\�RQ�LQIDQW�IHHGLQJ��ERWK�WR�UDLVH�SXEOLF�DZDUHQHVV�RI�WKH
LVVXHV�DQG�WR�HQFRXUDJH�SXEOLF�GHEDWH�WKDW�LV�EDVHG�RQ�DFFXUDWH�LQIRUPDWLRQ���$Q�,(&
FRPSRQHQW�DLPHG�DW�HQFRXUDJLQJ�SXEOLF�GHEDWH�DERXW�+,9�DQG�LQIDQW�IHHGLQJ�LVVXHV�VKRXOG
KDYH�WKH�IROORZLQJ�JRDOV�
� 7R�PRYH�EH\RQG�D�VLPSOH�PHVVDJH�RI�SUHYHQWLRQ�WKDW�WHQGV�WR�UHLQIRUFH�WKH�LPDJH�RI

+,9�$,'6�DV�D�KRSHOHVV�GLVHDVH�
� 7R�FRXQWHU�GHQLDO�RI�WKH�H[LVWHQFH�RI�+,9�DQG�SUHYHQW�SUHMXGLFH�DQG�GLVFULPLQDWLRQ

DJDLQVW�WKRVH�LQIHFWHG�
� 7R�SURYLGH�IDFWV�DERXW�PRWKHU�WR�FKLOG�WUDQVPLVVLRQ��LQFOXGLQJ�WKH�DYDLODELOLW\�RI�D

SUHYHQWLYH�LQWHUYHQWLRQ�
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� 7R�UHLQIRUFH�PHVVDJHV�DERXW�WKH�YDOXH�DQG�LPSRUWDQFH�RI�EUHDVW�IHHGLQJ�E\�ZRPHQ
QRW�NQRZQ�WR�EH�+,9�SRVLWLYH�

� 7R�UHLQIRUFH�PHVVDJHV�DERXW�WKH�EHQHILWV�RI�DGHTXDWH�DQWHQDWDO�FDUH�
� 7R�SURYLGH�WKH�IDFWV�DERXW�WUHDWPHQW�RSWLRQV�IRU�SHRSOH�ZLWK�+,9�$,'6�DQG

SUDFWLFDO�LQIRUPDWLRQ�DERXW�ZKHUH�WR�JR�IRU�FDUH��VXSSRUW��DQG�FRXQVHOLQJ�
� 7R�LQIRUP�SHRSOH�DERXW�WKH�EHQHILWV�RI�FRXQVHOLQJ�DQG�WHVWLQJ��WR�JLYH�WKHP�SUDFWLFDO

LQIRUPDWLRQ�DERXW�ZKHUH�VHUYLFHV�DUH�DYDLODEOH�DQG�KRZ�WR�XVH�WKHP��DQG�WR�VWLPXODWH
D�SXEOLF�GHEDWH�DERXW�WHVWLQJ�

� 7R�UHLQIRUFH�PHVVDJHV�DERXW�WKH�EHQHILWV�RI�IDPLO\�SODQQLQJ�DQG�FRQWUDFHSWLYHV�
,Q�WKH�DUHD�RI�SURIHVVLRQDO�HGXFDWLRQ�DQG�WUDLQLQJ��GHFLVLRQ�PDNHUV�QHHG�WR�FRQVLGHU�

:KDW�VWDII�DUH�DYDLODEOH�ZKR�DOUHDG\�KDYH�EHHQ�WUDLQHG�LQ�+,9�FRXQVHOLQJ�RU�LQIDQW�IHHGLQJ
FRXQVHOLQJ"��:KR�ZLOO�EH�UHVSRQVLEOH�IRU�LQIDQW�IHHGLQJ�FRXQVHOLQJ�DQG�ZKDW�QHZ�VWDIILQJ
DUUDQJHPHQWV�PLJKW�EH�UHTXLUHG"��+RZ�PDQ\�PRUH�VWDII�ZLWK�VNLOOV�LQ�EUHDVW�IHHGLQJ�DQG
UHSODFHPHQW�IHHGLQJ�FRXQVHOLQJ�ZLOO�EH�UHTXLUHG"��+RZ�ZLOO�WKH\�EH�WUDLQHG"��:KDW�H[WUD
NQRZOHGJH�DQG�VNLOOV�ZLOO�JHQHUDO�KHDOWK�ZRUNHUV�QHHG�UHJDUGLQJ�ERWK�+,9�DQG�LQIDQW�
IHHGLQJ"��:KDW�PRGLILFDWLRQ�RU�DGGLWLRQ�WR�WKH�FXUULFXOXP�RI�SURIHVVLRQDO�WUDLQLQJ�FRXUVHV
ZLOO�EH�UHTXLUHG"��$QG�ZKDW�UHVRXUFHV�ZLOO�LW�EH�QHFHVVDU\�WR�DOORFDWH"

'HFLVLRQ�PDNHUV�ZLOO�QHHG�D�WKRURXJK�XQGHUVWDQGLQJ�RI�WKH�VLWXDWLRQ�UHJDUGLQJ
+,9�$,'6�ORFDOO\�WR�IRUPXODWH�DSSURSULDWH�DQG�HIIHFWLYH�SROLF\���,QIRUPDWLRQ�QHHGHG�WR
GHYHORS�VRXQG�SROLFLHV�LQFOXGHV�LGHQWLILFDWLRQ�RI�LQWHUHVWHG�SDUWLHV�DQG�NH\�SOD\HUV��HVWLPDWLRQ
RI�WKH�QXPEHU�RI�PRWKHUV�DQG�LQIDQWV�OLNHO\�WR�EH�DIIHFWHG��DVVHVVPHQW�RI�WKH�H[WHQW�WR�ZKLFK
SHRSOH�LQIHFWHG�ZLWK�+,9�DUH�VWLJPDWL]HG�DQG�RI�WKH�SRVVLEOH�VRFLDO�DQG�FXOWXUDO�EDUULHUV�WR
FRXQVHOLQJ��WHVWLQJ��DQG�UHSODFHPHQW�IHHGLQJ��DVVHVVPHQW�RI�DWWHQGDQFH�DW�DQWHQDWDO�FDUH�
IDPLO\�SODQQLQJ��DQG�UHODWHG�IDFLOLWLHV��DYDLODELOLW\�RI�YROXQWDU\�DQG�FRQILGHQWLDO�FRXQVHOLQJ
DQG�WHVWLQJ�IRU�+,9��UHYLHZ�RI�H[LVWLQJ�FKLOG�IHHGLQJ�SUDFWLFHV��LQFOXGLQJ�DYDLODELOLW\�DQG�FRVW
RI�UHSODFHPHQW�IHHGV��DQG�PRUELGLW\�DQG�PRUWDOLW\�DVVRFLDWHG�ZLWK�DUWLILFLDO�IHHGLQJ�
DVVHVVPHQW�RI�DYHUDJH�IDPLOLHV·�DFFHVV�WR�VDIH�ZDWHU��VDQLWDWLRQ��DQG�IXHO��DQG�IHDVLELOLW\�RI
SUHSDULQJ�UHSODFHPHQW�IHHGV�VDIHO\��DQG�DYDLODELOLW\�RI�IXQGLQJ��

$IWHU�DVVHVVLQJ�WKH�VLWXDWLRQ��GHFLVLRQ�PDNHUV�VKRXOG�IRFXV�RQ�WKH�IROORZLQJ�SULRULW\
WDVNV�IRU�LPSOHPHQWLQJ�SROLF\�RQ�+,9�DQG�LQIDQW�IHHGLQJ��GHYHORSLQJ�FRXQVHOLQJ�DQG�WHVWLQJ
VHUYLFHV�IRU�+,9�WKDW�DUH�LQWHJUDWHG�LQWR�WKH�PDWHUQDO�FKLOG�KHDOWK�VHUYLFHV��GHYHORSLQJ
WUDLQLQJ�DQG�JXLGHOLQHV�RQ�LQIDQW�IHHGLQJ�IRU�GLIIHUHQW�SHUVRQQHO��SODQQLQJ�DQG�GHYHORSLQJ�D
FRXQVHOLQJ�VHUYLFH�IRU�EUHDVW�IHHGLQJ�DQG�UHSODFHPHQW�IHHGLQJ�WKDW�LV�LQWHJUDWHG�LQWR�PDWHUQDO
DQG�FKLOG�KHDOWK�VHUYLFHV��DVVHVVLQJ�DGGLWLRQDO�IDPLO\�SODQQLQJ�DQG�FRQWUDFHSWLYH�QHHGV�
DOORFDWLQJ�UHVSRQVLELOLW\�IRU�WKH�YDULRXV�WDVNV�WR�EH�SHUIRUPHG��DQG�GHYHORSLQJ�DQG
GLVVHPLQDWLQJ�PHVVDJHV�IRU�WKH�JHQHUDO�SXEOLF���,I�LW�LV�GHFLGHG�WR�SURYLGH�IUHH�RU�VXEVLGL]HG
VXSSOLHV�RI�EUHDVW�PLON�VXEVWLWXWHV��JRYHUQPHQWV�PXVW�RUJDQL]H�WKH�SURFXUHPHQW�RI�EUHDVW
PLON�VXEVWLWXWHV��DUUDQJH�WKHLU�GLVWULEXWLRQ�WKURXJK�WKH�KHDOWK�VHUYLFHV�RU�RWKHU�GLVWULEXWLRQ
SRLQWV��DQG�VHW�XS�PHFKDQLVPV�IRU�FRQWUROOLQJ�DQG�PRQLWRULQJ�WKHLU�GLVWULEXWLRQ�

0RQLWRULQJ�DQG�HYDOXDWLRQ�VKRXOG�EH�D�URXWLQH�SDUW�RI�SODQQLQJ�LQ�DOO�SURJUDPV��
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7KHVH�DFWLYLWLHV�HQFRXUDJH�HIILFLHQF\�DQG�FRPPLWPHQW�WR�WLPH�IUDPHV��GUDZ�HDUO\�DWWHQWLRQ�WR
SUREOHPV��DQG�VXJJHVW�ZKDW�FDQ�EH�GRQH�WR�RYHUFRPH�WKHP���0RQLWRULQJ�KHDOWK�RXWFRPHV�
LQFOXGLQJ�+,9�VWDWXV�DQG�JURZWK�LQ�FKLOGUHQ�RI�+,9�SRVLWLYH�PRWKHUV�ZKR�EUHDVW�IHHG�RU
IHHG�DUWLILFLDOO\�DQG�KHDOWK�HIIHFWV�LQ�RWKHU�FKLOGUHQ�DQG�IDPLO\�PHPEHUV�RI�ZRPHQ�ZKR
DUWLILFLDOO\�IHHG��ZLOO�KHOS�LQ�UHILQLQJ�QDWLRQDO�SROLFLHV�DQG�FRXQVHOLQJ�SUDFWLFHV��

0RQLWRULQJ�EUHDVW�IHHGLQJ�UDWHV�LQ�+,9�QHJDWLYH�ZRPHQ�ZLOO�LQGLFDWH�ZKHWKHU
VSLOORYHU�HIIHFW�LV�RFFXUULQJ�DQG�HQDEOH�VWHSV�WR�EH�WDNHQ�WR�FRXQWHU�WKLV�WUHQG�LI�QHFHVVDU\�

)LQDOO\��LW�VKRXOG�EH�UHPHPEHUHG�WKDW�WKH�HIILFDF\�RI�='9�IRU�EUHDVW�IHG�FKLOGUHQ�LV
FXUUHQWO\�QRW�NQRZQ��DQG�WKH�JUHDWHVW�UHGXFWLRQ�LQ�PRWKHU�WR�FKLOG�WUDQVPLVVLRQ�LV�OLNHO\�WR
RFFXU�ZKHQ�WKH�SURYLVLRQ�RI�='9�DQG�D�VDIH�DOWHUQDWLYH�WR�EUHDVW�IHHGLQJ�DUH�FRPELQHG��
+RZHYHU��LI�D�ZRPDQ�FKRRVHV�QRW�WR�XVH�='9�DQG�D�VDIH�DOWHUQDWLYH�WR�EUHDVW�IHHGLQJ��VKH
VKRXOG�VWLOO�KDYH�DFFHVV�WR�WKH�LQWHUYHQWLRQ�RI�KHU�FKRLFH�DQG�VKRXOG�EH�VXSSRUWHG�WR�FDUU\
RXW�WKH�XVH�RI�WKLV�LQWHUYHQWLRQ�VDIHO\�DQG�HIIHFWLYHO\�

([SHULHQFH�ZLWK�%UHDVW�)HHGLQJ�0RGLILFDWLRQ��/HVVRQV�/HDUQHG
3UHVHQWHG�E\�*OHQGD�*UD\��0�'�
8QLYHUVLW\�RI�:LWZDWHUVUDQG�%DUDJZDQDWK�+RVSLWDO

7KLV�WDON�LV�GLYLGHG�LQWR�WZR�SDUWV��7KH�ILUVW�SDUW�ZLOO�ORRN�DW�WKH�SUDFWLFHV�RI�+,9�
LQIHFWHG�ZRPHQ�UHJDUGLQJ�LQIDQW�IHHGLQJ�DQG�WKH�UHDVRQ�ZK\�WKH\�FKRRVH�WR�EUHDVW�IHHG�RU�WR
IRUPXOD�IHHG��DQG�WKH�VHFRQG�SDUW�ZLOO�ORRN�DW�VRPH�RI�WKH�FKLOGUHQ�IURP�WKH�3(75$�6WXG\
DQG�FRPSDUH�WKH�JURZWK�DQG�LOOQHVV�LQ�FKLOGUHQ�ZKR�ZHUH�EUHDVW�IHG�ZLWK�WKRVH�ZKR�ZHUH
IRUPXOD�IHG�

,�GR�QRW�KDYH�D�SLFWXUH�RI�6RZHWR��EXW�,�GR�KDYH�VRPH�SLFWXUHV�RI�IDPRXV�ZRPHQ
IURP�6RZHWR���6RZHWR�LV�VLWXDWHG�MXVW�RXWVLGH�-RKDQQHVEXUJ���7KHUH�DUH�DERXW���PLOOLRQ
SHRSOH�LQ�6RZHWR���-RKDQQHVEXUJ�DQG�6RZHWR�DUH�LQ�WKH�SURYLQFH�RI�*DXWHQJ��ZKLFK�LV
SUREDEO\�WKH�ULFKHVW�SURYLQFH�LQ�6RXWK�$IULFD�DQG�SUREDEO\�WKH�ULFKHVW�DUHD�LQ�$IULFD���,�DP
SUHVHQWLQJ�GDWD�IURP�6RZHWR��ZKLFK�KDV�DQ�LQIDQW�PRUWDOLW\�UDWH�RI�DERXW����SHU�WKRXVDQG���,
ZRXOG�OLNH�\RX�WR�FRQVLGHU�ZKDW�,�DP�SUHVHQWLQJ�LQ�WKH�FRQWH[W�RI�DQ�XUEDQL]HG��DIIOXHQW�
PLGGOH�LQFRPH�VHWWLQJ��

6RZHWR�ZDV�WKH�FUDGOH�RI�WKH�UHYROXWLRQ�DQG�ZDV�RQH�RI�WKH�DUHDV�LQ�6RXWK�$IULFD�WKDW
SXVKHG�IRU�D�GHPRFUDWLF�6RXWK�$IULFD���,Q�WHUPV�RI�HPSRZHUPHQW��WKH�ZRPHQ�LQ�6RZHWR
DQG�WKH�ZRPHQ�LQ�6RXWK�$IULFD�SXVKHG�IRU�D�GHPRFUDWLF�6RXWK�$IULFD�DQG�KDYH�EHHQ
LQVWUXPHQWDO�LQ�PRYLQJ�SROLF\�LQ�RXU�FRXQWU\�LQ�WHUPV�RI�WUDGH�XQLRQV��LQ�WHUPV�RI�KHDOWK�
DQG�LQ�WHUPV�RI�SROLWLFV�

$IWHU�WKH�ILUVW�VWXG\�WKDW�ZH�GLG�LQ�6RZHWR��D�FRKRUW�VWXG\�WKDW�ORRNHG�DW�ZRPHQ�ZKR
VHOI�VHOHFWHG�LQWR�EUHDVW�IHHGLQJ�DQG�IRUPXOD�IHHGLQJ�JURXSV��ZH�ZDQWHG�WR�NQRZ�ZK\
ZRPHQ�FKRVH�WR�EUHDVW�IHHG�RU�ZK\�ZRPHQ�FKRVH�WR�IRUPXOD�IHHG���,Q�SDUWLFXODU��ZH�ZDQWHG
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WR�VHH�ZKDW�IDFWRUV�DIIHFWHG�WKHLU�FKRLFH�LQ�RXU�VLWXDWLRQ�
)LIW\�WZR�SHUFHQW�RI�6RXWK�$IULFDQV�DUH�XUEDQL]HG���6RZHWR�KDV�D�SRSXODWLRQ�RI��

PLOOLRQ�SHRSOH���:H�KDYH��������GHOLYHULHV�DQQXDOO\��RI�ZKLFK��������RFFXU�LQ�RXU�KRVSLWDO��
$ERXW�������ZRPHQ�HQUROO�LQ�RXU�DQWHQDWDO�FOLQLF��DQG�DERXW�������DUH�UHIHUUHG�WR�RXU�XQLW
LQ�WKH�PDWHUQLW\�VHFWLRQ�LQ�ODWH�SUHJQDQF\�DQG�GXULQJ�GHOLYHU\�DQG�PD\�QRW�KDYH�DFFHVV�WR
YROXQWDU\�FRXQVHOLQJ�DQG�WHVWLQJ���$W�RXU�DQWHQDWDO�FOLQLF��YROXQWDU\�FRXQVHOLQJ�DQG�WHVWLQJ�LV
RIIHUHG�DQG�+,9�WHVWLQJ�RFFXUV�DIWHU�D�ZRPDQ�KDV�VLJQHG�LQIRUPHG�FRQVHQW�

7KH�DLP�RI�WKLV�VWXG\�ZDV�WR�GHWHUPLQH�WKH�LQIDQW�IHHGLQJ�SUDFWLFHV�RI�+,9�LQIHFWHG
ZRPHQ�DW�WKH�&KULV�+DQL�%DUDJZDQDWK�+RVSLWDO��WR�GHILQH�WKH�UHDVRQV�IRU�WKHLU�IHHGLQJ
FKRLFHV��WR�GRFXPHQW�WKH�HIIHFWV�RI�LQWURGXFLQJ�D�VXEVLGL]HG�IRUPXOD��DQG�WR�DVVHVV�WKH�VDIHW\
RI�IRUPXOD�SUHSDUDWLRQ���

+DOIZD\�WKURXJK�WKH�VWXG\��ZH�LQWURGXFHG�VXEVLGL]HG�IRUPXOD�LQ�RXU�DQWHQDWDO�FOLQLF��
7KH�XQLW�SXUFKDVHV�IRUPXOD�DW�VWDWH�SULFH�DQG�LV�YHU\�IDLU��RQH�PRQWK�ZH�SXUFKDVH�6����
ZKLFK�LV�E\�,QIDQW&DUH��WKH�QH[W�PRQWK�ZH�SXUFKDVH�6LPLODF��ZKLFK�LV�PDGH�E\�$EERWW��DQG
WKH�WKLUG�PRQWK�ZH�SXUFKDVH�1HVWOH���6R�HYHU\���PRQWKV�ZH�DOWHUQDWH�WKH�IRUPXOD�LQ�RXU
VHWWLQJ��

$V�PHQWLRQHG��DOO�ZRPHQ�ZKR�ERRN�DW�RXU�DQWHQDWDO�FOLQLF�KDYH�DFFHVV�WR�YROXQWDU\
FRXQVHOLQJ�DQG�WHVWLQJ���$W�SRVW�WHVW�FRXQVHOLQJ��+,9�SRVLWLYH�ZRPHQ�UHFHLYH�LQIRUPDWLRQ
DERXW�WKH�EHQHILWV�DQG�WKH�ULVNV�RI�EUHDVW�IHHGLQJ�YHUVXV�IRUPXOD�IHHGLQJ���7KLV�LV�GRQH�E\�WKH
QXUVHV�DQG�E\�RXU�FRXQVHORUV���0RVW�ZRPHQ�WKDW�ZH�LQWHUYLHZHG�ZHUH�HQUROOHG�LQWR�WKH
3(75$�6WXG\��81$,'6��ZKLFK�H[DPLQHV�WKH�XVH�RI�D�FRPELQDWLRQ�RI�='9�DQG��7&�LQ�DQ
DWWHPSW�WR�UHGXFH�PRWKHU�WR�FKLOG�WUDQVPLVVLRQ�

2I�����ZRPHQ�ZKR�ZHUH�HOLJLEOH�IRU�WKH�VWXG\������GHOLYHUHG�DW�RXU�&KULV�+DQL
%DUDJZDQDWK�+RVSLWDO���2I�WKHVH������ZHUH�LQWHUYLHZHG²����EHIRUH�ZH�VXEVLGL]HG�WKH�PLON�
DQG�����DIWHUZDUGV���6HYHQW\�QLQH�SHUFHQW�RI�HOLJLEOH�ZRPHQ�ZHUH�LQWHUYLHZHG��DQG�ZH�KDYH
DQDO\]HG�GDWD�RQ�WKH�ILUVW�������(LJKW\�RQH�ZRPHQ�ZHUH�HQUROOHG�LQWR�RXU�3(75$�6WXG\����
ZHUH�QRW�HQUROOHG��DQG����ZHUH�HQUROOHG�DIWHU�WKH�VXEVLG\�ZDV�LQWURGXFHG�

:H�DGPLQLVWHUHG�D�VHPL�VWUXFWXUHG�TXHVWLRQQDLUH�WR�+,9�SRVLWLYH�ZRPHQ�ZKR
GHOLYHUHG�FRQVHFXWLYHO\�EHWZHHQ�WKH��VW�RI�)HEUXDU\�DQG�WKH���WK�RI�6HSWHPEHU�LQ�������
7KH�LQWHUYLHZV�ZHUH�FRQGXFWHG���PRQWK�DIWHU�GHOLYHU\���:H�FKRVH���PRQWK�EHFDXVH�ZH�IHOW
WKDW��E\�WKDW�WLPH��WKH�IHHGLQJ�SUDFWLFHV�ZRXOG�KDYH�EHHQ�HVWDEOLVKHG�DQG�ZRPHQ�ZRXOG�QRW
NQRZ�WKH�+,9�VWDWXV�RI�WKH�FKLOG��VR�WKLV�ZRXOG�QRW�DIIHFW�WKHLU�EHOLHIV�DERXW�RU�FKRLFH�RI
IHHGLQJ�

,Q�FRQWUDVW�WR�VWXGLHV�LQ�&{WH�G·,YRLUH�DQG�SRVVLEO\�RWKHU�SDUWV�RI�$IULFD��WKH�PHDQ�DJH
RI�WKH�PRWKHUV�ZDV������\HDUV���:H�KDG�ZRPHQ�ZKR�ZHUH�DV�\RXQJ�DV����\HDUV�RI�DJH�ZKR
ZHUH�HQUROOHG�LQWR�RXU�3(75$�6WXG\�ZLWK�WKH�FRQGLWLRQ�WKDW�WKH\�GLVFORVH�WR�WKHLU�SDUHQW
DQG�EULQJ�WKHLU�SDUHQW�ZLWK�WKHP�IRU�VXSSRUW�

$OVR�LQ�FRQWUDVW�WR�&{WH�G·,YRLUH��WKH�PHGLDQ�\HDUV�RI�HGXFDWLRQ�ZDV����\HDUV��VR�WKHVH
ZRPHQ�KDG�D�ORW�RI�VFKRROLQJ���0RVW�RI�WKHP�OLYHG�LQ�D�KRXVH���$OVR��SHUKDSV�LQ�FRQWUDVW�WR
WKH�UHVW�RI�$IULFD�DQG�W\SLFDO�RI�DQ�XUEDQL]HG�VHWWLQJ�LQ�6RXWK�$IULFD�����SHUFHQW�RI�WKH



���

ZRPHQ�KDG�WXEV�DW�WKHLU�KRPH��HLWKHU�LQVLGH�RU�RXWVLGH��DQG�RQO\���SHUFHQW�RI�WKH�ZRPHQ�
HYHQ�WKRXJK�WKH\�OLYHG�LQ�IRUPDO�VHWWOHPHQWV�RU�VTXDWWHU�FDPSV��KDG�D�FRPPXQLW\�WXE
�XVXDOO\�MXVW�XS�WKH�URDG�IURP�WKHLU�SODFH�RI�DERGH��

5HJDUGLQJ�IHHGLQJ�FKRLFHV�DW���PRQWK��EHLQJ�HQUROOHG�LQ�WKH�3(75$�6WXG\
LQIOXHQFHG�WKH�GHFLVLRQ�QRW�WR�EUHDVW�IHHG�FRPSDUHG�ZLWK�ZRPHQ�ZKR�ZHUH�QRW�HQUROOHG�LQ
WKH�VWXG\���

$�YHU\�VPDOO�SHUFHQWDJH�RI�ZRPHQ�H[FOXVLYHO\�EUHDVW�IHG��ERWK�LQ�WKH�QRQHQUROOHG�DQG
HQUROOHG�SDWLHQWV����6RPH�ZHUH�SDUWLDO�EUHDVW�IHHGHUV��EUHDVW�DQG�ZDWHU��DQG�VRPH�ZHUH�PL[HG
IHHGHUV���,Q�VRPH�FDVHV��\RX�VHH�WKH�EUHDVW�IHHGLQJ�VWRSSHG�LQ�WKH�HQUROOHG�DQG�WKH
QRQHQUROOHG�SDWLHQWV���7KXV��EHLQJ�HQUROOHG�LQ�WKH�SHULQDWDO�WUDQVPLVVLRQ�VWXG\�VLJQLILFDQWO\
LQFUHDVHV�WKH�QHYHU�EUHDVW�IHG�JURXS�

:KDW�DUH�WKH�IDFWRUV�WKDW�DUH�QRW�DVVRFLDWHG�ZLWK�IHHGLQJ�FKRLFHV"��7KH�DJH�RI�WKH
PRWKHU�ZDV�QRW�DVVRFLDWHG�ZLWK�KHU�FKRLFH�WR�EUHDVW�IHHG�RU�IRUPXOD�IHHG��KHU�HGXFDWLRQDO
OHYHO�DOVR�GLG�QRW�DSSHDU�WR�EH�DVVRFLDWHG�ZLWK�ZKHWKHU�VKH�FKRVH�WR�EUHDVW�IHHG�RU�QRW���7KH
RFFXSDWLRQ�RI�WKH�PRWKHU�RU�KHU�FXUUHQW�SDUWQHU�ZDV�QRW�VLJQLILFDQWO\�DVVRFLDWHG�ZLWK�KHU
FKRLFH���4XLWH�VXUSULVLQJO\��ZH�IRXQG�WKDW�KHU�FKRLFH�WR�EUHDVW�IHHG�RU�QRW�WR�EUHDVW�IHHG�ZDV
QRW�DVVRFLDWHG�ZLWK�ZKHWKHU�VKH�KDG�GLVFORVHG�KHU�VWDWXV�WR�VRPHRQH���,Q�IDFW�����SHUFHQW�RI
WKH�ZRPHQ�LQ�WKH�VWXG\�DFWXDOO\�KDG�GLVFORVHG�WKHLU�VWDWXV�WR�HLWKHU�WKHLU�SDUWQHU�RU�D
PHPEHU�RI�WKH�IDPLO\���$OVR��ZH�WKRXJKW�WKDW�PD\EH�ZRPHQ�ZKR�ZHUH�LQ�GHQLDO�DERXW�WKHLU
+,9�VWDWXV�ZRXOG�FKRRVH�WR�EUHDVW�IHHG��EXW�WKLV�ZDV�QRW�DVVRFLDWHG�ZLWK�WKHLU�FKRLFH�

6R�ZK\�GLG�ZRPHQ�FKRRVH�QRW�WR�EUHDVW�IHHG�LQ�WKH�3(75$�VWXG\"��2EYLRXVO\��RQH
RI�WKH�ELJJHVW�UHDVRQV�ZK\�ZRPHQ�FKRVH�QRW�WR�EUHDVW�IHHG�LQ�RXU�VWXG\�ZDV�WKH�NQRZOHGJH
WKDW�EUHDVW�IHHGLQJ�FRXOG�LQFUHDVH�WUDQVPLVVLRQ���(OHYHQ�SHUFHQW�RI�WKH�ZRPHQ�ZKR�ZHUH
EUHDVW�IHHGLQJ�GLG�QRW�NQRZ�WKDW�+,9�FRXOG�EH�WUDQVPLWWHG�WKURXJK�EUHDVW�IHHGLQJ���:H
IRXQG�WKDW�KDYLQJ�PRUH�WKDQ�RQH�FRXQVHOLQJ�VHVVLRQ�LQFUHDVHG�WKH�LQFLGHQFH�RI�ZRPHQ
FKRRVLQJ�QRW�WR�EUHDVW�IHHG���,Q�DGGLWLRQ��ZRPHQ�ZKR�OLYHG�LQ�KRXVHV�FKRVH�QRW�WR�EUHDVW�
IHHG���

)RUW\�SHUFHQW�RI�ZRPHQ�ZKR�FKRVH�QRW�WR�EUHDVW�IHHG�LQ�IDFW�OLYHG�LQ�VTXDWWHU�FDPSV��
:H�DOVR�IRXQG�WKDW�DWWHQGLQJ�WKH�DQWHQDWDO�FOLQLF�PRUH�RIWHQ�ZDV�DVVRFLDWHG�ZLWK�D�ZRPDQ·V
FKRLFH�QRW�WR�EUHDVW�IHHG����7KXV��DFFHVV�WR�KHDOWK�FDUH�LQIRUPDWLRQ��DFFHVV�WR�KHDOWK
HGXFDWLRQ��DQG�DFFHVV�WR�FRXQVHOLQJ�LQFUHDVHG�WKH�LQFLGHQFH�RI�QRW�EUHDVW�IHHGLQJ��

:KDW�KDSSHQHG�ZKHQ�ZH�LQWURGXFHG�VXEVLGL]HG�IRUPXOD�LQWR�RXU�FOLQLF"��2QFH�ZH
LQWURGXFHG�WKH�VXEVLGL]HG�IRUPXOD��ZH�KDG�D�VLJQLILFDQW�LQFUHDVH�LQ�WKH�ZRPHQ�ZKR�FKRVH
QRW�WR�EUHDVW�IHHG���,W�GLG�QRW�FKDQJH�WKH�PL[HG�IHHGLQJ��WKH�VWRSSLQJ�RI�WKH�EUHDVW�IHHGLQJ�
H[FOXVLYH�EUHDVW�IHHGLQJ��RU�SDUWLDO�EUHDVW�IHHGLQJ²LQWURGXFLQJ�PLON�LQWR�WKH�FOLQLF�DFWXDOO\
LQFUHDVHG�WKH�QHYHU�EUHDVW�IHG�JURXS��ZKLFK�ZDV�TXLWH�LQWHUHVWLQJ�

+RZ�GLG�ZRPHQ�LQ�RXU�FRKRUW�SUHSDUH�WKH�IHHGV"��:H�GHILQHG�PDMRU�K\JLHQH
SUREOHPV�ZKHQ�ZRPHQ�ZHUH�QRW�VWHULOL]LQJ�WKHLU�ERWWOHV�E\�ERLOLQJ�WKH�ZDWHU�DQG�FOHDQLQJ
WKH�WHDWV���$OO�ZRPHQ�XVHG�ERWWOHV�LQ�RXU�FRKRUW��QR�RQH�XVHG�FXS�DQG�VSRRQ���:H�GHILQHG
PDMRU�PL[LQJ�LQDFFXUDFLHV�LQ�WKH�JURXS�LI�WKH\�SXW�WZR�VFRRSV�PRUH�RU�WZR�VFRRSV�OHVV�LQ
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WKHLU�ERWWOH���
�,�DP�YHU\�NHHQ�RQ�WKH�JHQHULF�ERWWOH��EHFDXVH�WKHUH�LV�VRPH�FRQIXVLRQ�DERXW

PHDVXUHPHQW²LQ�6RXWK�$IULFD��WKH�ERWWOHV�KDYH�RXQFHV�DQG�PLOV��DQG�WKH�ZRPHQ�FRQIXVHG
WKH�������RU���RXQFHV�ZLWK�WKH�DPRXQW�RI�VFRRSV�WKH\�QHHG�WR�SXW�LQ���,�WKLQN�ZH�QHHG�WR
PDNH�D�JHQHULF�IRUPXOD��D�JHQHULF�ERWWOH��RU�D�JHQHULF�FXS�WR�WU\�WR�FLUFXPYHQW�WKHVH
SUREOHPV��

3HRSOH�DOZD\V�WKLQN�DERXW�ERQGLQJ�DQG�WKH�HIIHFW�RI�QRW�EUHDVW�IHHGLQJ�RQ�WKLV
UHODWLRQVKLS��DQG�D�IDLU�QXPEHU�RI�ZRPHQ�SHUFHLYHG�D�QHJDWLYH�HIIHFW�E\�QRW�EUHDVW�IHHGLQJ��
,QWHUHVWLQJO\�HQRXJK��WKH�RQH�SHUVRQ�ZKR�ZDV�QRW�ERQGLQJ�ZLWK�KHU�EDE\�ZDV�LQ�IDFW�D
ZRPDQ�ZKR�EUHDVW�IHG���7KH�LQWHUYLHZHU�DVVHVVHG�DOPRVW�DOO�RI�WKH�RWKHU�ZRPHQ�DV�KDYLQJ
ERQGHG�ZLWK�WKHLU�EDELHV���6R�LW�GLG�QRW�VHHP�WR�DIIHFW�WKH�LQWHUYLHZHU·V�LQWHUSUHWDWLRQ�RI
ERQGLQJ��

,Q�FRQFOXVLRQ��,�FDQ�VD\�WKDW�D�ODUJH�PDMRULW\�RI�ZRPHQ�LQ�WKH�3(75$�6WXG\�FKRVH
QRW�WR�EUHDVW�IHHG���3URYLGLQJ�VXEVLGL]HG�IRUPXOD�GLG�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH
IUHTXHQF\�RI�EUHDVW�IHHGLQJ���:H�IHHO�WKDW�FRXQVHOLQJ�DQG�VXSSRUW�DUH�SUREDEO\�PRUH
LPSRUWDQW�WKDQ�WKH�VXEVLGL]LQJ�RI�WKH�IRUPXOD���,Q�DGGLWLRQ��D�PLQRULW\�RI�ZRPHQ�ZKR�GR
SUHSDUH�IRUPXOD�UHTXLUH�PRUH�DWWHQWLRQ�DQG�PRUH�LQSXW�E\�SURYLGHUV���2EYLRXVO\�WKHVH
LQWHUYHQWLRQV�RFFXUUHG�LQ�DQ�DQWHQDWDO�FOLQLF��D�UHVHDUFK�FHQWHU�ZLWK�PDQ\�FRXQVHORUV�DQG
JRRG�FDUH��FDQ�ZH�JHQHUDOL]H�WKHVH�UHVXOWV�LQWR�RXU�FRPPXQLW\"

:H�DUH�QRZ�SLORWLQJ�ILYH�SURMHFWV�LQ�RXU�UHJLRQ�DW�D�FOLQLF�OHYHO���,Q�WKH�QH[W���PRQWKV�
ZH�ZLOO�SLORW�WKH�7KDL�UHJLPHQ�ZLWK�IRUPXOD�IHHGLQJ��ORRNLQJ�DW�WKH�GLVWULEXWLRQ�RI�IRUPXOD
DQG�WKH�GLVWULEXWLRQ�RI�GUXJV�DW�D�FOLQLF�OHYHO�

�,�QRZ�ZLOO�SUHVHQW�GDWD�RQ�DERXW�����FKLOGUHQ�WKDW�UHDFKHG���\HDU�RI�DJH�LQ�WKH
3(75$�6WXG\���7KHVH�FKLOGUHQ�ZHUH�HQUROOHG�DW�WKH�EHJLQQLQJ�RI�WKH�VWXG\�EHIRUH�ZH
VXEVLGL]HG�IHHGLQJ��DQG�ZH�DUH�FRPSDULQJ�WKH�IRUPXOD�IHG�JURXS�ZLWK�WKH�EUHDVW�IHG�JURXS
LQ�WKLV�DUHD��

6R�KHUH�ZH�KDYH�����FKLOGUHQ�ZKR�KDYH�MXVW�HQWHUHG�WKH�3(75$�6WXG\�����SHUFHQW
ZHUH�EUHDVW�IHG��DQG����SHUFHQW�ZHUH�IRUPXOD�IHG���:H�KDG�ILYH�GHDWKV�LQ�WKH�EUHDVW�IHG
JURXS�DQG�VHYHQ�GHDWKV�LQ�WKH�IRUPXOD�IHG��WKH�SHUFHQWDJH�LQ�ERWK�JURXSV�ZDV�WKH�VDPH��VR
WKHUH�ZDV�QR�GLIIHUHQFH�LQ�PRUWDOLW\�LQ�WKH�WZR�JURXSV�

:KHQ�ORRNLQJ�DW�JURZWK��WKH�UDWHV�DUH�YHU\�VLPLODU�ZKHQ�FRPSDULQJ�IRUPXOD��DQG
EUHDVW�IHHGHUV���7KH�IRUPXOD�IHHGHUV�ZHUH�EHKLQG�D�OLWWOH�ELW�DIWHU�ELUWK��WKH�EUHDVW�IHHGHUV�DW��
ZHHNV�ZHLJKHG�DERXW�����JUDPV�PRUH�WKDQ�WKH�IRUPXOD�IHHGHUV���7KHLU�ZHLJKWV�DUH
FRPSDUDEOH�EHWZHHQ���DQG���PRQWKV��DW���PRQWKV�WKH�IRUPXOD�IHHGHUV�VHHP�WR�ZHLJK�D�OLWWOH
ELW�PRUH��DQG�LW�VHHPV�WR�EHFRPH�HTXDO�DW�D�\HDU�

,Q�WHUPV�RI�KRVSLWDO�DGPLVVLRQV��DPRQJ�WKH�����FKLOGUHQ��ZH�KDG���
KRVSLWDOL]DWLRQV²���SHUFHQW�LQ�WKH�IRUPXOD�IHG�JURXS�DQG���SHUFHQW�LQ�WKH�EUHDVW�IHG�JURXS�
WKDW�LV����FKLOGUHQ�LQ�WKH�IRUPXOD�IHG�DQG���LQ�WKH�EUHDVW�IHG�JURXS���

$PRQJ�FKLOGUHQ�LQ�WKH�IRUPXOD�IHG�JURXS��VHYHQ�ZHUH�DGPLWWHG�IRU�ORZHU�UHVSLUDWRU\
WUDFW�LQIHFWLRQV�DQG�WZR�IRU�JDVWURHQWHULWLV���
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,Q�WKH�EUHDVW�IHG�JURXS��WZR�ZHUH�DGPLWWHG�ZLWK�EURQFKRSQHXPRQLD�DQG�WZR�ZLWK
JDVWURHQWHULWLV�����SHUFHQW�ZLWK�EURQFKRSQHXPRQLD�DQG����SHUFHQW�ZLWK�JDVWURHQWHULWLV�LQ
WKH�EUHDVW�IHG��DQG����SHUFHQW�ZLWK�JDVWURHQWHULWLV�LQ�WKH�IRUPXOD�IHG�JURXS��

:KHQ�ORRNLQJ�DW�DPEXODWRU\�YLVLWV��ZH�ILQG�WKDW�WKH�EUHDVW�IHHGHUV�DQG�IRUPXOD�
IHHGHUV�DUH�VRPHZKDW�VLPLODU���7KH�LQFLGHQFH�RI�RWLWLV�PHGLD��ORZHU�UHVSLUDWRU\�WUDFW
LQIHFWLRQV��DQG�JDVWURHQWHULWLV�DUH�TXLWH�VLPLODU�IRU�DPEXODWRU\�YLVLWV�E\�WKH�WZR�JURXSV��

7KHVH�GDWD�VXSSRUW�WKH�IDFW�WKDW�LQ�DQ�XUEDQ�VHWWLQJ�VXFK�DV�6RZHWR��ZKLFK�KDV�D�ORZ
LQIDQW�PRUWDOLW\�UDWH�RI����SHU�WKRXVDQG�DQG�DFFHVV�WR�ZDWHU�DQG�JRRG�PHGLFDO�IDFLOLWLHV�
FKLOGUHQ�ZKR�DUH�IRUPXOD�IHG�LQ�WKLV�VLWXDWLRQ�GLG�QRW�IDUH�EDGO\��


